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RURAL  CREDITS  EST  GERMANY. 


TAMES  J.  HILL?S  STARTLING  WARNING - ARE  WE  FACING  A  FOOD 

FAMINE  ? 

0 

Six  years  ago,  speaking  at  a  banquet  in  his  honor  in  Tacoma, 
James  J.  Hill  said  something  like  this:  “ Tacoma  has  a  fine  harbor, 
me  of  the  finest  in  the  world.  But  of  what  value  is  a  harbor  without 
commerce  ?  In  10  years  there  will  not  be  a  ship  sail  out  of  this  harbor 
;o  cross  the  ocean.  We  shall  have  no  flour  and  grain  to  ship;  we 
shall  be  importing  wheat.  And  in  25  years  we  shall  face  a  nation¬ 
wide  famine.”  This,  from  a  close  student  of  agricultural  conditions, 
£  a  startling  warning.  Mr.  Hill  repeated  it  many  times,  at  many 
places.  He  pointed  out  that  American  methods  of  farming,  which 
:or  generations  have  meant  wasteful  destruction  of  the  soil,  would 
:orce  us,  as  population  increased,  to  look  abroad  for  food  and  that 
the  manufactures  which  we  need  to  exchange  for  foreign  food  soon 
would  be  crippled  by  increasing  cost  due  to  rapid  exhaustion  of  our 
coal,  iron,  and  timber.  Sir  Horace  Plunkett,  perhaps  the  leader  of 
agricultural  thought  among  English-speaking  people,  calls  this 
:<one  of  the  most  important  speeches  ever  delivered  by  a  public 
man  upon  a  great  public  issue.”  It  hardly  created  a  ripple  upon  the 
placid  surface  of  our  self-complacency  until  the  constantly  increasing 
cost  of  living  compelled  attention.  It  is  just  beginning  to  sink  in. 
Thinking  men  are  beginning  to  realize  that  we  really  have  a  problem 
bo  solve  and  it  is  for  the  sound  common  sense  of  the  N ation  to  weigh 
Hr.  Hill’s  warning.  Are  we  facing  a  food  famine?  Are  we  away 
behind  the  rest  of  the  world  in  agriculture  ?  Then  what  is  the  cause 
and  what  is  the  remedy? 

GREAT  DECREASE  IN  FOOD  ANIMALS — EGGS  FROM  CHINA. 

These  are  the  facts:  Our  population  increased  21  per  cent  in  the 
last  census  period;  our  grain  production  increased  1.8  per  cent. 
Our  beef  cattle  decreased  from  50,000,000  in  1907  to  30,000;000  in 
1913,  nearly  one-half  in  six  years,  and  our  mutton  sheep  decreased 
2,000,000.  A  bulletin  issued  in  February  by  the  Department  of  Agri¬ 
culture  shows  that  in  the  three  years  since  the  1910  census  our  food 
animals  have  decreased  7,350,000,  while  our  population  has  increased 
about  7,000,000.  In  1904  we  were  exporting  $150,000,000  of  beef. 
To-day  we  are  importing  beef,  mutton,  poultry,  and  dairy  products, 
grain,  and  even  vegetables.  New  Zealand  mutton  and  butter  in 
Tacoma;  eggs  from  China  in  Seattle.  In  one  day  900,000  pounds  of 
Argentine  beef  were  received  in  Washington  City,  the  Capital  of  the 
Nation,  that  should  be  the  granary  of  the  world. 
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BUBAL  CBEDITS  IN  GERMANY. 


THE  CONDITIONS  BEAL  BUT  THE  CONCLUSIONS  UNWARRANTED — 

DIVERSIFYING  AGRICULTURE  DOES  NOT  NECESSARILY  AUGUR  \ 

FAMINE. 

These  things  are  true.  Magazine  and  newspaper  writers  are 
drawing  a  good  many  unwarranted  conclusions  from  them.  Because 
our  beef  cattle  decreased  nearly  half  in  the  last  six  years  does  not 
mean  that  beef  cattle  will  be  as  extinct  as  the  buffalo  in  another  six 
years,  nor  does  the  fact  that  consumers  increased  twelve  times  as 
fast  as  grain  production  mean  that  we  are  ah  going  to  starve  to  death. 
Because  the  great  free  ranges  of  the  Northwest  are  no  longer  free 
and  unfenced,  because  cattle  and  sheep  must  now  be  fed  and  cared 
for  in  some  measure,  and  in  increasing  measure  as  population  thickens, 
because  the  first  wonderful  crops  of  the  soil  that  nature  had  been 
enriching  for  ages  have  been  garnered  and  the  farmers  are  diverting 
part  of  their  grain  acreage  to  orchard  and  vineyard,  sugar  beets  and 
garden  truck,  is  not  proof  positive  that  Mr.  Hill's  nation-wide  famine 
is  at  hand.  It  is  true  that  every  nation  in  Europe,  except  Russia, 
raises  twice  as  much  per  acre  upon  land  that  had  been  tilled  for 
centuries  before  Columbus  set  foot  on  this  continent  as  we  do  on 
virgin  soil.  But  because  neither  the  American  farmer  nor  his  wife, 
small  children  nor  mother-in-law,  nor  his  man  servant,  nor  his  maid 
servant,  nor  his  ox,  nor  his  ass,  nor  anything  that  is  his  will  toil  16 
hours  a  day,  year  in  and  year  out,  does  not  necessarily  prove  that  we 
have  yet  to  learn  the  first  principles  of  agriculture. 

AMERICA  BECOMING  A  FOOD-IMPORTING  NATION. 

On  the  other  hand,  this  transformation  from  the  greatest  of  food¬ 
exporting  nations  to  a  food-importing  nation  is  enough  to  make  us 
sit  up  and  take  notice,  especially  when  we  are  reminded  that  Germany, 
with  an  area  not  nearly  as  large  as  Texas  and  little  larger  than  Mon¬ 
tana,  produces  95  per  cent  of  the  food  for  a  population  seven-ninths 
as  large  as  that  of  the  United  States.  On  the  German  basis,  Wash¬ 
ington,  Oregon,  and  California  could  feed  the  whole  country.  And 
it  is  well  to  remember  that  that  nation  occupies  the  best  position 
among  the  nations  of  the  world  that  not  only  feeds  its  own  people 
but  produces  a  surplus  of  food  and  other  necessaries  to  sell  to  the 
rest  of  the  world. 

THE  CAUSE  OF  THIS  GREAT  CHANGE— THE  INDUSTRIAL  REVOLUTION — 

A  SHORT-SIGHTED  POLICY. 

No  inquiry  is  needed  for  the  cause  of  this  great  change.  It  was  the 
natural  outcome  of  American  conditions,  ambition,  and  energy.  It 
so  happened  that  coincident  with  the  American  revolution  came  the 
industrial  revolution  in  western  Europe,  extending  across  the  Atlantic. 
With  the  birth  of  the  new  Republic  came  the  dawn  of  the  new  era,  the 
era  of  steam,  of  coal,  of  iron,  of  the  factory.  The  freed  colonists,  liv¬ 
ing  from  the  soil,  conceived  the  ideal  of  building  here  a  great  nation, 
to  offer  liberty  and  a  home  and  citizenship  to  the  oppressed  of  the 
world  and  work  in  developing  the  boundless  resources  of  nature. 
Manufacturing  towns  and  cities  grew  and  more  and  more  the  farmers 
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sent  their  boys  to  town  to  share  in  industrial  development.  The  best 
“nergy  and  thought  of  the  farm  jomed  m  the  effort  to  build  up  manu¬ 
factures  and  commerce,  to  develop  our  great  stores  of  coal  and  iron 
and  timber,  to  enact  legislation  devoted  to  the  fostering  of  mdus  _ 
commercial  industry.  With  the  best  soil  and  most  productive  ch- 
mate  on  earth  our  agriculture  of  course  woula  take  care  of  itself  an 
must  profit  by  the  ever-increasing  market  of  town  and  city.  A  ban 
in<r  system  was  created  for  business.  It  did  not  occur  to  the  farmer 
nor  to  anyone  else  that  he  needed  capital  as  well  as  the  manufacturer, 
so  the  banking  act  of  50  years  ago  actually  prohibited  loans  on  lands. 

THE  HOME  MARKET  NO  LONGER  AVAILABLE — FARMING  BECOMES  A 
BUSINESS — CAPITAL  NEEDEN  BY  THE  FARMER. 

With  this  tremendous  industrial  development  came  the  multiplicity 
of  railroads  and  steamships.  The  city  and  town  no  longer  looked  to 
the  farmer  in  its  outskirts  for  its  food  supplies;  transportation  brought 
supplies  from  South  America,  from  New  Zealand,  from  the  uttermost 
ends  of  the  earth.  The  rich,  eager  home  market  was  otherwise  sup¬ 
plied.  Farming  became  something  more  than  plowing  and  seeding 
and  harvesting  and  driving  into  town  with  a  load  of  produce.  I  arm¬ 
ing  has  become  a  business,  requiring  scientific  study  and  management 
iust  as  much  as  any  other  business;  the  farmer  s  workshop  or  factory, 
the  land,  requires'"  the  same  care,  the  same  conservation  the  same 
renewing  as  does  any  other  factory.  The  marketing  of  farm  prod¬ 
ucts  has  become  just  as  complex  and  comphcated  as  the  marketing 
of  any  other  products.  And  just  as  much  as  any  other  manufacturer 
or  business  man,  the  farmer  needs  capital,  plant  capital  for  his  land 
and  to  make  it  ready  for  the  plow;  working  capital  for  his  farming 
and  marketing;  credit  capital  for  both. 

OUR  PROBLEMS  OF  NATIONAL  EXISTENCE  CHANGING  RESTRICTION  OF 

PERSONAL  LIBERTY. 

Resulting  from  this  great  industrial  development  it  is  unquestion¬ 
ably  true  that  the  problems  of  national  existence  are  changing.  VV e 
meet  everywhere  the  demand  for  conservation  of  natural  resources. 
Water  powers  may  no  longer  be  seized  to  yield  a  private  revenue 
forever  by  driving  a  few  stakes  in  the  ground  and  fifing  claim  under 
the  homestead  act.  Forest  lands  have  been  very  rapidly  withdrawn 
from  private  ownership.  The  State  and  National  Governments  are 
draining  the  vast  swamp  lands,  reclaiming  the  deserts,  building  great 
dikes  and  levees  along  the  rivers.  The  foresters  and  wardens  fight 
fire  as  our  city  police  fight  crime.  New  ideals  of  collective  or  com¬ 
munity  responsibility  for  individual  well-being  and  far-reaching  devel¬ 
opments  of  older  ideas  crowd  us  on  every  hand,  fso  longer  may  a 
man  drink  from  his  polluted  well;  the  city  fills  it  up  whether  he  will 
or  no  His  neighbors  desire  a  sewer  and  it  is  built  m  spite  ot  ms 
protest,  and  he  must  pay  his  share  of  the  cost  and  connect  his 
household  drain  to  it.  His  children  must  go  to  school  to  an  ever- 
increasing  age  limit  on  penalty  of  jail  sentence  if  he  fails  to  send  them. 
Countless  instances  of  this  tendency  of  the  tunes  occur  to  you  without 

prompting. 
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“  THOU-SHALT-NOT  ”  LEGISLATION  APPLIED  TO  BUSINESS  AND  TO  THE 
INDIVIDUAL - NOW  IMMINENT  FOR  THE  FARMER. 

It  is  a  natural  and  wholly  legitimate  development  of  this  growing 
paternal,  or  perhaps  a  better  word  is  fraternal,  interference  with  pri¬ 
vate  rights  and  privileges  that  is  setting  in  toward  the  farmer  to-day. 
The  State  is  saying  to  the  railroad,  “Thou  shalt  not  favor  one  man 
over  another  nor  one  community  over  another.  Thou  shalt  not 
charge  for  thy  service  over  a  fair  price,  which  we  will  set.  Thou 
shalt  pay  good  wages  and  overwork  none.  Then  and  then  only  shalt 
thy  days  be  long  on  the  land  we  the  people  have  given  thee.”  And 
the  State  is  saying  to  the  manufacturer,  “Thou  shalt  not  combine 
one  with  another  to  kill  off  thy  competitor  or  to  make  unfair  profits. 
Thou  shalt  not  allow  thy  manservant  to  work  more  than  so  many 
hours  a  day  nor  thy  maidservant  to  work  anyhow  except  in  such 
manner  as  we,  thy  masters,  shall  sanction.  Thou  shalt  not  waste 
our  coal  in  smoke  to  sully  our  fair  air,  nor  our  logs  in  cinders  to  soil 
our  front  porches.  Thou  shalt  put  to  useful  purpose  thy  waste 
products,  not  defile  our  pure  streams  nor  choke  our  fish  with  them. 
Thou  shalt  pay  money  for  every  man  thou  dost  employ  into  our 
treasury  for  his  care  if  he  shall  be  hurt,  lest  he  become  a  charge  upon 
the  community.”  To  its  citizens  the  State  is  saying,  “Thou  shalt 
not  buy  alcoholic  liquor,  neither  shalt  thou  consume  it,  for  many  evils 
follow  drink.”  Even  to  the  youth  and  maiden  who  have  chosen  to 
mate  with  one  another  the  State  is  saying,  “Thou  shalt  not  marry 
without  our  consent.” 

So  the  State  is  going  to  say  to  the  farmer,  “Thou  shalt  not  rob  the 
fertile  soil  that  we,  the  people,  have  intrusted  to  thee.  Whatever 
of  productivity  thou  takest  from  it,  that  shalt  thou  restore.  Thou 
shalt  not  cast  precious  seed  where  thorns  will  choke  it  or  on  shallow 
earth  where  it  will  spring  up  only  to  die.”  And  this  is  only  harking 
back.  England  said  it  to  her  farmers  when  famine  stalked  abroad 
in  1792. 

The  day  when  man  can  live  unto  himself  alone  with  “hands  off” 
to  the  world  has  passed  with  the  boundless  prairies  and  the  untrodden 
forests  and  the  last  frontier.  It  is  idle  to  struggle  against  the  swift 
current  of  the  times. 

THE  FARMER’S  POWER  AND  HIS  DUTY  TO  DIRECT  THE  IMPENDING 

LEGISLATION. 

Yet  it  has  been  only  the  transgressions  of  the  railroads  that  have 
forced  the  people  to  step  in  and  say  to  them,  “We  are  your  masters” ; 
the  misdeeds  of  the  manufacturers,  thoughtless  or  selfish,  that  have 
brought  down  upon  their  heads  the  mandates  that  will  rule  them 
for  their  own  and  the  public  good ;  the  bad  conduct  of  the  few  that 
has  forced  upon  the  citizen  the  restriction  of  his  individual  liberty; 
and  the  farmer  has  it  in  his  power  to-day  to  guide  and  direct  the 
impending  legislation,  and  he  owes  it  to  himself  as  much  as  to  the 
community  that  he  shall  do  this. 
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3UR  GOVERNMENT  ALWAYS  CONTROLLED  BY  FARMERS — WASHINGTON, 
LINCOLN,  ROOSEVELT,  SIR  HORACE  PLUNKETT  DREW  THEIR  INSPIR¬ 
ATION  FROM  THE  SOIL. 

Taking  it  by  and  large,  the  Government  of  this  Nation  and  of 
many  of  the  States  comprising  it  has  always  been  controlled  by  the 
farmers  and  in  large  measure  administered  by  them  and  by  men 
who  drew  their  inspiration  and  received  their  authority  from  them. 
George  Washington  was  a  prosperous  Virginia  farmer  and  worked 
his  farm  until  the  day  of  his  death.  In  those  days  in  the  South  they 
balled  them  planters,  men  who  planted  things,  and  their  farms 
plantations,  just  as  we  in  the  Northwest  are  apt  to  call  them  ranches. 
Abraham  Lincoln  was  a  country  lawyer  who  developed  his  mind 
with  his  muscles  while  he  swung  the  axe  with  the  land  clearers. 
Theodore  Roosevelt  gained  his  wonderful  perspective,  his  marvelous 
intuitions,  on  a  Dakota  cattle  ranch.  And  at  the  same  time,  on  a 
neighboring  ranch  in  Wyoming,  a  young  Irishman  with  weak  lungs, 
just  out  of  Oxford,  was  building  up  his  health  and  Iris  mentality  and 
his  vision,  that  a  little  later  were  to  make  Sir  Horace  Plunkett  the 
savior  of  rural  Ireland. 

OUR  NEW  PROBLEM  WORLD  OLD — ENGLAND’S  LAND  PROBLEM. 

All  these  things  everybody  knows  and  they  are  worth  repeating 
only  because  they  lead  up  to  the  real  reason  for  the  visit  of  the 
American  commission  to  Europe  last  spring  to  learn  what  the  old 
countries  have  to  teach  us  that  will  aid  in  solving  the  problem  that  is 
now  facing  our  farmers,  a  problem  new  to  us  but  world  old.  It  is  a 
problem  that  the  nations  of  Europe  have  grappled  with  through  dire 
need.  An  hundred  and  twenty-five  years  ago  England  faced  actual 
famine.  The  Government  took  urgent  action,  decreeing  to  the 
farmer:  “Thus  shalt  thou  farm,”  and  the  grain  production  of  the 
island  per  acre  doubled.  England’s  troubles  are  not  over  by  any 
means;  she  has  a  far  bigger  problem  than  we  have  confronting  her. 
While  her  people  are  short  of  food,  there  is  enough  land  wasted  in 
private  parks,  in  pasturing  a  few  deer  and  sheep,  in  game  preserves 
where  pheasants  raised  under  domestic  hens  are  driven  from  the  barn¬ 
yard  to  be  shot,  to  grow  food  for  the  entire  population.  This  land 
must  come  into  the  hands  of  real  farmers  in  small  tracts  to  feed  the 
people.  And  this  can  not  be  long  delayed. 

Germany’s  marvelous  cooperative  farm  credit  organization — 

GERMAN  FARMERS  FINANCED  FOR  $3,000,000,000 — THE  GERMAN 
FARMER  SCORNS  GOVERNMENT  BOUNTY  OR  AID — FARMERS  FINANCE 
THEMSELVES. 

Germany  has  handled  the  problem  with  the  same  marvelous  organ¬ 
ization,  the  same  precise  scientific  analysis  and  method  with  which 
that  nation  handles  every  public  question.  The  farmers  of  Germany 
are  financed  in  the  sum  of  nearly  $2,000,000,000  on  long-time  mort- 

fage  loans  at  low  interest,  while  a  billion  and  a  quarter  dollars  have 
een  loaned  to  the  farmers  and  the  small  tradesmen  and  the  mer- 
chanics  and  the  farm  laborers  on  like  easy  terms  on  what  we  would 
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consider  no  security.  Mr.  Chamberlain  said  in  a  speech  in  London 
in  1905  that  if  he  could  get  a  hundred  million  pounds  in  circulation 
among  the  working  people,  England’s  troubles  would  be  over.  Ger¬ 
many  has  done  this  very  thing  six  times  over.  And  the  German 
farmers  have  done  it  themselves.  Don’t  misunderstand  me.  This 
$3,000,000,000  is  not  Government  aid.  We  look  upon  Germany  as 
the  most  paternal  Government  in  the  world  and  it  probably  is.  But 
the  thrifty  German  farmer  scorns  bounty  from  Government  or  any¬ 
body  else  and  resents  the  suggestion  of  Government  aid.  All  he  asks 
of  Government  is  legislation  to  enable  him  to  do  his  own  financing 
and  he  will  take  care  of  himself,  just  as  this  is  all  the  American 
farmer  wants.  And  the  German  farmer  has  financed  himself.  This 
three  billions  is  his  own  money  and  the  savings  of  others  who  are 
perfectly  willing  to  invest  it  in  farm  loans  where  the  farmers  are  doing 
their  own  financing,  backed  by  their  own  responsibility. 

THE  IRISH  LAND  PROBLEM — A  CASE  OF  LAST  RESORT — HALF  THE  LAND 

IN  IRELAND  BOUGHT  BY  THE  GOVERNMENT  AND  SOLD  TO  TENANT 

FARMERS — A  LITTLE  HOME  FOR  THE  FARM  LABORER — WONDERFUL 

PROGRESS  THROUGH  AGRICULTURAL  COOPERATION  IN  IRELAND. 

And  the  British  Government  has  done  great  things  for  Ireland. 
The  problem  in  Ireland  was  very  different  from  our  own  problem  or 
the  German  problem.  The  Irish  people  did  not  own  their  land.  The 
title  to  land  in  Ireland,  as  Sir  Horace  Plunkett  sadly  remarked,  rested 
upon  conquest.  It  had  been  granted  to  some  remote  ancestor  of  the 
present  landlord.  It  all  belonged  to  absentee  landlords  and  among 
the  people  there  was  neither  land  nor  money,  only  great  poverty.  It 
was  a  case  of  last  resort.  The  Government  could  not  give  every  man 
a  homestead  of  160  acres  as  we  have  done;  it  could  not  give  him  any 
acreage;  and  so  it  bought  the  land  from  the  landlords  and  sold  it  to 
the  tenants.  In  the  last  few  years  the  Government  has  paid  the  land¬ 
lords  of  Ireland  $630,000,000  and  soon  will  have  paid  them  another 
$300,000,000,  making  nearly  a  billion  dollars,  and  has  sold  this  land — 
half  the  land  in  Ireland — in  small  farms  to  385,000  tenants  at  noth¬ 
ing  down,  60  to  80  years  to  pay  for  it,  2f  to  3  per  cent  interest 
and  one-half  per  cent  amortization  payment  on  the  principal.  And 
if  these  newly  created  home  owners  need  money  for  permanent  im¬ 
provements,  for  barns  or  farm  buildings  or  gates— and  the  gates  are 
of  iron  and  the  barns  of  corrugated  iron,  bound  to  be  permanent — 
the  government  loans  it  to  them  without  other  security  than  their 
equity  in  the  land,  at  6  per  cent  and  that  6  per  cent  in  20  years  pays 
both  principal  and  interest.  Provision  is  also  made  whereby  the  farm 
laborer  may  have  his  little  acre  and  his  little  home  on  long,  stretched 
out,  little  payments  within  his  earnings.  This  was  absolutely  a 
case  of  last  resort.  Ireland  was  fast  becoming  depopulated.  It  is 
worth  a  trip  to  Europe  to  see  the  wonderful  change  a  few  years  have 
wrought.  No  country  in  the  world’s  history  in  the  same  space  of 
time  ever  made  so  much  progress  in  agriculture,  in  better  country 
living,  than  has  Ireland,  due  to  the  land  laws  and  the  preaching, 
teaching,  and  organization  of  agricultural  cooperation  by  Sir  Horace 
Plunkett.  It  is  no  longer  suffering  Ireland.  It  is  happy,  prosperous 
Erin  in  the  country  districts. 
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NOT  A  PROBLEM  FOR  THE  FARMER  ALONE - THE  CREATION  OF  THE 

AMERICAN  COMMISSION. 

This  new,  world-old  problem  is  not  a  question  for  the  farmers 
alone;  it  affects  every  man  and  woman  in  the  united  States.  1 
this  S3  000,000,000  in  Germany  were  placed  in  productive  circulation 
among  our’  farmers  as  credit  capital  on  similar  terms,  picture  it  you 
will  what  a  flood  tide  of  prosperity  would  roll  up  from  the  farms, 
bringing  health  and  vigor  to  every  industry,  every  trade,  every  walk 
of  life.  We  would  worry  less  -about  a  37  nulls  tax  levy  and  more  of 
us  would  be  worrvmg  about  the  income  tax.  We  are  just  beginning 
;  to  wake  up  to  this  result  of  the  industrial  revolution,  the  subordi¬ 
nating  of  the  fundamental  industry,  agriculture,  to  manufactures 
and  commerce  and  the  vital  need  of  raising  it  to  the  highest  plane. 
The  first  fruitful  evidence  of  this  awakening  was  the  creation  a  year 
ago  by  Congress  and  legislatures  of  the.  American  commission  to 
study  rural  credit  and  agricultural  organization^ in  Em  ope.  mil 
the  commission  sailed  from  New  York  in  April,  tnere  were36  States 
and  four  Canadian  Provinces  represented,  and  President  \\  nson,  on 
authority  of  Congress,  named  seven  to  represent  the  Federal  Gov¬ 
ernment.  Dr.  Clark  Black,  a  wheat  grower  of  Garfield  County  and 
a  member  of  the  house  of  representatives  of  this  State,  and  1 were 
appointed  to  represent  the  State  of  Washington,  and  Mrs.  McMillan, 
a  very  capable,  intelligent,  and  broad-minded  business  woman,  of 
Hoquiam,  represented  the  southwestern  congressional  district  through 
nomination  by  Congressman  Johnson. 

ALL  OF  EUROPE  VISITED - THE  REPORT  OF  THE  COMMISSION  OF 

GREAT  VALUE. 

The  commission,  as  a  whole  or  through  subcommittees,  \isited 
Egvpt  and  every  country  in  Europe  except  Portugal  and  the  Balkan 
States  We  secured  a  vast  amount  of  very  valuable  information  lor 
the*benefit  of  the  farmers  and  the  people  of  America.  At  the  meet¬ 
ing  of  the  commission  at  Washington  in  December  the  final  repoit 
was  agreed  upon.  I  have  here  the  first  volume,  which  has  been 
printed  bv  Congress  as  Senate  Document  No.  214.  You  will  notice 
it  is  a  book  9Wby  11^  inches  and  comprises  916  pages.  This  con¬ 
tains  the  information  and  evidence  secured  at.  the  many  hearings 
and  investigations,  and  is  the  most  comprehensive  and  mtormatory 
publication  upon  rural  credit  and  agricultural  organization  ancl 
cooperation  ever  compiled  in  any  language.  This  and  the  second 
volume,  containing  observations  and  recommendations,  should  be  m 
the  hands  of  every  farmer  and  every  person  interested  m  the  most 
vital  problem  before  our  State  and  Nation.  I  urged  upon  Senatoi 
Fletcher  the  importance  of  having  a  very  large  edition  authorized 
and  arranged  with  Senator  Jones  to  have  copies  of  the  lepoit  mailec 
to  all  applicants  from  this  State  as  soon  as  the  edition  for  geneial 
circulation  is  printed  by  the  Government.  All  you  have  to  do  is  to 
write  for  it;  there  is  nb  expense.  This  investigation  was  made  for 
you;  it  is  for  you  to  study  the  facts  and  secure  the  benefits, 

S.  Doc.  571,  63-2 - 2 
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THE  AMERICAN  FARMER  MUST  CONTINUE  TO  SOLVE  HIS  OWN  PROBLEMS — 
THREE  GREAT  TRUTHS  DEVELOPED  BY  THE  INVESTIGATION. 

Now  European  conditions  are  not  your  conditions  and  much  that 
we  saw  and  learned  may  not  apply  to  you  at  all  or  only  in  slight 
measure.  You  are  going  to  solve  your  own  problems  and  work  out 
your  own  salvation  and  that  of  the  Nation,  just  as  the  American 
farmers  always  have  done  since  our  first  ancesters  tilled  the  rocky  soil 
of  New  England  and  fought  hostile  savages  as  they  plowed  and 
harvested.  To  whatever  sore  spots  there  are  in  our  agricultural 
conditions,  you  are  going  to  apply  your  own  remedies.  Nevertheless, 
in  solving  these  problems  and  healing  these  sores,  you  ought  to  know 
all  that  the  Old  World  has  learned,  to  profit  by  its  accomplishments 
and  avoid  its  mistakes,  and  to  have  all  the  aids  to  clear  thinking  that 
are  available.  This  was  the  mission  of  the  American  commission. 
And  to  this  I  have  devoted  all  of  my  time  since  our  return  from  Europe 
last  fall,  declining — regretfully,  I  admit — an  invitation  from  the 
Southern  Commercial  Congress  to  spend  this  summer  in  Europe, 
studying  European  methods  of  handling  the  problems  of  city  govern¬ 
ment. 

There  are  three  truths  that  our  investigation  emphatically  devel¬ 
oped  and  they  sum  up  all  that  Europe  has  to  teach  us  of  agricultural 
organization.  It  is  true  that  the  farmer  in  Europe  can  make  a  very 
long-time  mortgage  loan  at  low  rates  and  can  get  what  money  he 
needs  on  short-time  personal  credit.  This  is  due  to  cooperative 
credit,  collective  security  This  is  the  first  great  truth  and  the  two 
others  are  largely  resultant  and  dependent  therefrom. 

WHY  THE  EUROPEAN  FARMER  RAISES  TWICE  AS  MUCH  PER  ACRE — THE 

PARAMOUNT  IMPORTANCE  OF  CHEMICAL  FERTILIZER — A  THOUSAND 

YEARS'  SUPPLY  OF  POTASH - SOIL  FERTILITY  RESTORED  AND  CON¬ 

SERVED. 

The  second  truth  is  this:  It  is  true  that  the  farmer  in  Europe  raises 
twice  as  much  per  acre  and  after  centuries  of  cultivation  keeps  his 
soil  just  as  fertile,  just  as  productive  as  when  the  first  crop  was 
harvested.  This  is  due  to  just  two  reasons.  Before  he  breaks  a  new 
piece  of  ground  he  has  his  soil  analyzed  and  his  climatic  and  market 
conditions  studied,  and  learns  from  analysis  and  demonstration  what 
are  the  most  profitable  crops  to  raise,  what  rotation  to  employ,  and 
what  and  how  much  chemical  his  soil  needs;  and  before  he  buys  his 
seed  he  buys  his  chemical.  The  most  striking  thing  about  European 
agriculture  to  an  American  is  the  paramount  importance  given  to 
chemical.  It  is  the  god  of  the  machine.  When  you  ask  a  farmer  or 
a  Government  expert  or  an  agricultural  college  professor  what  rota¬ 
tion  is  used  in  that  district,  he  always  starts  with  chemical.  “  Chem¬ 
ical,  wheat,  sugar  beets,  barley,  clover,  chemical."  Always  chemical 
first.  At  the  great  agricultural  fair  at  Strassburg  in  Alsace-Lorraine, 
where  there  were  a  hundred  thousand  farmers  from  all  parts  of  the 
Empire,  next  to  the  agricultural  machinery — ■■ which  was  a  waste  of 
money,  for  they  don't  use  it — and  the  live  stock,  the  greatest  exhibit 
was  chemical.  There  were  many  little  plats  of  land,  showing  crops  in 
different  stages,  the  result  of  the  use  of  varying  quantities  of  chemical. 
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Within  the  main  building  a  vast  amount  of  space  was  given  to  an 
exhibit  of  chemical.  The  agricultural  college  at  Hohenheim,  which 
we  visited,  analyzed  25,000  different  samples  of  chemical  during  the 
previous  year  for  farmers’  use.  Our  program  m  Germany  was  pre¬ 
pared  by"  the  Imperial  Government,  and  we  were  under  the  daily 
guidance  of  a  personal  representative  of  the  Kaiser.  So  important 
do  they  consider  chemical  that  they  devoted  an  entire  day  to  a  visit 
to  the  potash  mines  of  the  Kalisyndikat  at  Strassfurt.  Of  couise, 
there  was  a  commercial  side  to  this,  for  the  United  States  is  their  best 
customer  and  the  Prussian  Government  is  interested  m  this  syndicate 
which  has  an  absolute  monopoly  of  the  only  available  supply  ot 
potash  in  the  world  to-day.  And  they  claim  that  these  mines  will 
supply  the  world’s  needs  for  a  thousand  years,  allowing  an  increase 
of  10  per  cent  per  annum.  We  went  down  to  the  2,700-foot  level, 
and  were  shown  the  process  of  mining  and  listened  to  two  lectures 
upon  the  vital  need  of  potash  as  fertilizer.  They  don  t  skim  the 
richness  from  the  surface  of  their  soil  and  move  on,  leaving  robbed 
and  impoverished  abandoned  farms,  as  we  have  done,  crimma  y,  or 
several  generations.  Had  they  done  this  Europe  would  be  a  desert. 
Whatever  of  fertility  and  productivity  they  take  from  the  soil  m 
crops  they  restore,  and  whatever  element  then  soil  lacks  to  produce 
the  best  -results  they  add  through  chemical.  Every  amnia  dropping, 
every  leaf  or  stalk  or  shock  is  carefully  gathered  and  taken  to  the 
compost  heap,  to  restore  what  it  has  taken  from  the  soil.  This  is  the 

first  and  the  main  reason. 

WORK  BY  WOMEN  AND  CHILDREN  FROM  DAWN  TO  DARK— WHAT  EURO¬ 
PEAN  FARMERS  AND  FARMING  METHODS  HAVE  DONE  IN  NEW 

ENGLAND  AND  CALIFORNIA - THE  LESSON  OF  RIGHT  FARMING. 

The  second  is  work.  Work,  from  daylight  till  dark,  the  man  and 
the  wife  and  the  children  and  the  grandmother,  and  if  the  greatgrand¬ 
mother  is  too  old  to  hitch  up  with  a  cow  to  work  m  the  held  she 
takes  a  shovel  and  a  pail  and  gathers  up  the  droppings  and  every 
green  thing  that  through  decaving  vegetation  may  become  food  lor 
the  soil.  We  don’t  have  to  work  like  this  in  our  country,  and,  please 
God,  our  women  and  children  never  shall.  .  We  have  a  far  higher 
standard  of  farm  life,  just  as  we  have  a  higher  standard  m  every 
other  walk  in  life.  But  I  want  to  emphasize  the  certain  need  ot 
farming  right,  of  keeping  the  soil  rich  and  fertile  by  restoring  arti¬ 
ficially  the  wealth  we  take  from  it  in  crops.  Sixty  years  ago  my 
grandfather,  in  my  native  State  of  Rhode  Island,  said  that  no  man 
could  make  a  living  from  a  New  England  farm  and  that  the  boys 
must  go  to  town.  To-day  the  Portuguese  have  taken  up  these  farms 
the  descendants  of  the  Pilgrims  abandoned  because  they  could  not 
make  a  living  and  are  making  of  them  mines  of  wealth.  Clear  across 
the  continent  to  our  coast  in  the  valleys  of  California  these  same 
humble  immigrants  have  worked  exactly  the  sarne  nuracm  and 
worked  it  through  the  very  qualities  of  which  we,  as  Americans,  have 
always  boasted— common  sense  and  knowing  how.  W  e  ot  W  ashington 
do  not  haye  to  go  to  New  England  nor  even  to  California  for  our 
lesson.  An  hour’s  ride  through  the  rich  truck  gardens  from  lacoma 
to  Seattle  furnishes  a  text  for  a  sermon  we  should  take  home  with  us. 
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THE  FARMER  IN  EUROPE  GETS  MORE  FOR  HIS  PRODUCE,  THE  CONSUMER 
PAYS  LESS — EXPENSE,  WASTE,  AND  LOSS  IN  DISTRIBUTION  ELIM¬ 
INATED  BY  COOPERATION. 

The  third  truth  is  this:  It  is  true  that  the  farmer  in  Europe  as  a 
general  $Ling  gets  more  for  his  produce  and  the  consumer  pays  less 
than  in  this  country.  This  is  due  to  cooperation — cooperative  pro¬ 
duction  and  distribution.  The  United  States  Department  of  Agri¬ 
culture  estimates  that  the  producer  in  this  country  receives  about 
38  per  cent  of  what  the  consumer  pays.  I  recall  one  cooperative  egg- 
distributing  society  we  visited  in  Germany.  They  sell  their  eggs  the 
year  round  for  30  cents;  the  expenses  of  the  society  are  2  cents  and 
the  producer  receives  28  cents.  And  for  every  egg  not  strictly  fresh 
or  with  a  dirty  shell  he  is  fined  24  cents — the  price  of  10  eggs  for  1 
not  up  to  standard.  You  see  how  they  keep  up  the  standard  and 
always  have  a  certain  market  at  the  top  price.  And  the  producer 
gets  more  than  90  per  cent  instead  of  38  per  cent.  Of  course,  this  is 
not  a  fair  comparison.  But  it  is  true  that  practically  all  of  the 
unnecessary  middlemen  and  much  the  greater  part  of  the  superfluous 
duplication  of  processes  of  distribution,  which  works  such  a  frightful 
economic  waste  for  the  farmer,  are  eliminated  by  cooperation.  The 
story  of  better  marketing  in  Europe  is  identical  with  that  of  Utter 
farming;  it  is  the  outgrowth  of  sheer  necessity. 

BETTER  MARKETING  IN  EUROPE,  LIKE  BETTER  FARMING,  DUE  TO 

DIRE  NECESSITY — COOPERATION  IN  DENMARK - SEVENTY  MILLION 

DOLLARS  A  YEAR  FOR  BUTTER  AND  MILK  IN  AN  AREA  ONE-QUARTER 

THAT  OF  WASHINGTON - A  COOPERATIVE  BRAND  AN  ABSOLUTE 

GUARANTY  OF  QUALITY — COOPERATION  SECURES  A  HIGHER  PRICE 
BECAUSE  OF  GUARANTY  OF  QUALITY  AND  ECONOMY  IN  MARKETING. 

Denmark  offers  an  admirable  example.  Practically  all  of  its 
agricultural  products  are  handled  by  cooperation,  and  that  has 
been  accomplished  in  the  brief  period  of  30  years.  It’s  all  nonsense 
to  talk  about  it  requiring  generations  to  fit  the  American  farmer 
for  cooperation.  Denmark  had  been  raising  grain  and  exporting  it 
to  Germany.  In  1879  Bismarck’s  policy  to  make  Germany  self- 
dependent  by  raising  its  own  food  supply  shut  out  Danish  grain  by 
a  high  protective  tariff,  and  Denmark  went  to  raising  cattle.  When 
later  beef  was  also  shut  out,  the  Danes  turned  to  butter,  bacon,  and 
eggs,  and  to  England  as  a  market.  Obviously,  the  small  producer 
could  not  export  his  little  pat  of  butter  or  his  basket  of  eggs.  Hence 
of  necessity  they  united  into  cooperative  associations.  The  first 
cooperative  dairy  was  started  in  1882.  There  are  now  1,150,  with 
155,000  members,  owning  1,100,000  cows — 86  per  cent  of  the  total 
number  of  farms  and  83  per  cent  of  the  total  number  of  cows — pro¬ 
ducing  220,000,000  pounds  of  butter  and  paying  their  members 
$63,000,000  for  butter  and  $6,400,000  for  milk  handled.  In  ten 
years  cooperation  increased  the  annual  yield  per  cow  nearly  20  per 
cent.  There  is  one  cooperative  egg  exporting  society,  with  10  large 
packing  stations  and  550  local  collecting  centers.  This  was  started 
in  1895.  There  are  now  40,000  members,  and  the  business  amounts 
to  $1,250,000  a  year.  Denmark,  you  know,  has  a  total  area  of  only 
15,592  square  miles,  less  than  a  quarter  of  the  area  of  the  State  of 
Washington,  and  a  population  rather  more  than  twice  what  the 
census  of  1910  gave  us.  Danish  eggs  and  butter  command  a  higher 
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price  in  England  than  any  others  because  they  bear  the  brand  of 
the  cooperative  society,  and  their  quality  is  certain.  Where  a 
storekeeper  might  take  a  chance  on  eggs  or  butter,  or  any  product 
not  quite  up  to  the  mark,  from  some  customer,  the  cooperative 
society  can  not.  It  must  grade  most  strictly,  for  its  market,  its 
price,  the  welfare  of  every  member  depends  absolutely  on  always 
making  good.  Its  brand  must  be  an  absolute  guaranty,  and  it  is. 
In  Paris  branded  cooperative  eggs  are  always  several  cents  above 
any  others.  In  Hanover,  the  foremost  cooperative  province  in 
Germany,  produce  with  the  cooperative  brand  of  the  Guelph  horse 
must  be  exhausted  before  anything  else  will  sell.  Belgian  coopera¬ 
tive  butter  sells  for  12  cents  more  than  butter  from  other  creamer¬ 
ies.  In  general,  the  farmer  gets  a  higher  price,  because  the  coop¬ 
erative  brand  is  a  guaranty  of  quality,  and  he  gets  a  much  bigger 
percentage  of  the  selling  price  because  of  the  economy  in  marketing 
through  elimination  of  the  long  series  of  middlemen. 

WHAT  COOPERATION  HAS  ACCOMPLISHED  IN  A  GENERATION— THE 

CREATION  OF  A  PROSPEROUS,  HAPPY  RURAL  CIVILIZATION  THE  VITAL 

NEED  OF  OUR  TIME. 

In  this  age,  to  be  done  economically  and  profitably,  business  must 
be  done  on  a  large  scale.  Hence  our  corporations  and  combinations, 
to  lower  cost  oi  production  and  of  distribution  and  thus  increase 
profits.  This  is  an  accepted  principle;  it  is  demonstrated  in  every 
form  of  business  in  this  country  except  farming.  The  farmers  of 
Europe  have  been  driven  to  it,  as  I  have  shown,  and  cooperation  now 
obtains  in  every  country  on  the  Continent  and  is  spreading  fast  in 
Ireland.  The  farmer’s  market  is  the  city.  That  market  demands 
regular  delivery  in  sufficiently  large  quantities  and  guaranteed  qual¬ 
ity.  To  meet  this  demand,  the  farmers  must  cooperate.  It  is  the 
lesson  of  Denmark  over  again,  and  it  has  been  learned  in  every  agri¬ 
cultural  section  of  Europe.  We  have  got  to  learn  the  lesson  of  better 
marketing  with  that  of  better  farming,  and  the  teacher  in  both  cases 
is  cooperation.  The  test  of  a  generation  has  demonstrated  this: 
Cooperation  in  agriculture  cheapens  supplies,  increases  returns, 
strengthens  human  power  and  ability,  for  work.  Milk,  butter,  eggs, 
fruit,  grain,  meats  improve  in  quality,  increase  in  yield,  find  always 
a  certain  market,  and  bring  better  prices.  Fertilizer,  feed,  seed, 
implements,  all  agricultural  necessities,  cost  less  and  are  of  higher 
standard.  Practical  knowledge  is  diffused,  remarkable  educational 
capacity  developed,  thought  stimulated,  teaching  men  to  cultivate 
better,  to  select  the  most  profitable  crops,  to  improve  grade,  to  turn 
produce  to  better  account,  to  promote  general  well-being  and  com¬ 
munity  spirit.  It  means  making  farming  profitable  and  easier,  the 
creation  of  a  high,  prosperous,  contented,  happy  rural  civilization — 
the  vital  need  of  our  time. 

It  would  take  all  day  to  tell  of  what  we  saw  and  learned  of  coopera¬ 
tion.  The  report,  as  I  have  shown,  makes  a  large  book  of  over  900 
pa^es.  The  report  of  Mr.  J.  B.  Cahill,  for  the  British  Government, 
makes  a  British  bluebook  of  nearly  600  pages,  and  that  covers  Ger¬ 
many  alone.  The  writings  of  Mr.  H.  W .  Wolff,  the  greatest  living 
authority,  comprise  about  4,000  pages.  Our  preliminary  reports  to 
Gov.  Lister,  sent  every  10  days,  make  from  three  columns  to  a  full 
newspaper  page,  each  of  the  seven.  So  you  see  it  is  possible  this 
evening  to  touch  only  the  most  important  phase. 
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PECULIAR  CONDITIONS  IN  WASHINGTON —  OUR  RESOURCES  NEEDED 

BY  THE  NATION. 

We  in  Washington  have  peculiar  conditions  confronting  us:  The 
naturally  rich  arid  lands  which  need  only  the  water  which  lies  near 
but  practically  unattainable  to  the  unaided  settler,  and  the  thousands 
of  acres  of  deforested  land— logged-off  land,  we  call  it—  impossible  to 
clear  without  financial  assistance,  but  wonderfully  productive  when 
the  stumps  are  gone.  The  Nation  needs  this  land,  and  the  resources 
of  the  community  must  be  drawn  upon  in  some  form  to  make  it  ready 
for  the  plow,  the  seed,  the  harvest.  More  than  in  the  older  States, 
this  is  necessary  to  us;  and  wdiile  it  may  seem  a  far  cry  from  that 
wonderful  55,000-acre  Government  farm  we  visited  in  Hungary,  those 
little  30-foot-wide  garden  strips  they  call  farms  in  Italy  and  some 
parts  of  Germany,  the  rich  grazing  meadows  of  Friesland,  the  dairies 
of  Denmark,  the  vineyards  of  thrifty  France,  to  the  State  of  Wash¬ 
ington,  a  new  land  favored  with  the  richest  soil  and  the  most  pro¬ 
ductive  climate,  we  may  well  study  together  the  new  ideas— new  to 
us— that  are  coming  from  those  old  lands  and  are  making  their 
farmers  prosperous  and  happy.  If  we  can  not  transplant  them 
intact,  we  should  at  least  know  and  understand  them,  and  out  of  it 
all  we  can  work  out  something  that  will  meet  our  needs. 

CREDIT  CAPITAL  THE  FARMERS’  FIRST  NEED - COOPERATIVE  CREDIT 

OUR  FIRST  PROBLEM. 

The  first  need  is  credit  capital.  Our  farmers  are  undercapitalized. 
The  remedy  is  cooperative  credit— collective  security.  There  are 
many  who  say  that  cooperative  credit  is  too  complicated  for  this 
country.  It  was  argued  at  the  meeting  of  our  commission  in  Decem¬ 
ber  that  American  farmers  should  start  with  some  simpler  form  of 
cooperation.  Now,  our  farmers’  first  need  is  more  capital  and  I  am 
not  going  to  admit  that  cooperative  marketing  is  any  simpler  than 
cooperative  credit.  Provide  him  a  method  of  financing  his  opera¬ 
tions  and  he  can  take  full  advantage  of  the  benefits  of  all  other  forms 
of  cooperation.  Cooperative .  credit  is  fundamental.  From  credit, 
cooperative  production,  cooperative  distribution,  cooperative  supply 
naturally  and  logically  and  necessarily  follow.  And  so  we  will  con¬ 
sider  cooperative  credit  first,  as  it  is  the  first  problem  you  have  got 
to  solve  and  the  first  problem  for  the  State  and  Nation.  Cooperative 
credit,  like  all  credit,  is  of  two  forms— long-time  land-mortgage 
credit  and  short-time  personal  credit.  Most  of  the  European  sys¬ 
tems  of  mortgage  credit  are  based  on  the  German  landschaften. 

LONG-TERM  LAND-MORTGAGE  CREDIT. 

The  Landschaften  System — Collective  Mortgage  Security  and 

Amortization. 

THE  ORIGIN  OF  THE  LANDSCHAFTEN— CITIZEN  BURING’s  STROKE  OF 

GENIUS — COLLECTIVE  MORTGAGE  SECURITY  AND  UNLIMITED  LIA¬ 
BILITY. 

The  landschaften  system  was  devised  by  a  citizen  of  Berlin,  a  genius 
named  Baring,  in  the  time  of  Frederick  the  Great.  It  was  after  the 
Seven  Years’  War  and  Prussia  was  suffering  a  severe  financial  strin- 
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gency.  Billing  obtained  an  audience  with  llie  King.  There  were  no 
stenographers  and  no  detectographs  in  those  days,  and  there  is  no 
record  of  this  interview,  fraught  with  such  tremendous  benefit  to  Ger¬ 
many  and  all  Europe,  but  I  am  quite  sure  it  went  something  like  this: 

“  Oh  King,  live  forever,”  said  Buring.  “  Your  faithful  subjects,  the 
nobles,  are  impoverished  by  the  wars.  They  have  spent  on  their 
campaigns  every  mark  they  could  raise.  They  are  flat  broke.  Your 
faithful  subjects,  the  shopkeepers,  can’t  do  any  business  because 
nobody  has  any  money  to  spend  and  your  faithful  subjects,  the  work¬ 
ingmen  and  workingwomen,  are  starving  because  nobody  can  pay 
them,  and  it  is  a  very  cold  day  for  our  dear  Vaterland.” 

And  the  King  said,  in  whatever  was  the  proper  idiom  in  Prussia  in 
1767 :  “Alas,  Buring,  ain’t  that  the  truth!  ”  Then  Buring  continued: 

“Your  Serene  Magnificence,  land  is  the  basis  of  all  wealth.  If  we 
didn’t  have  the  land,  we  wouldn’t  have  any  money.  Practically  all 
the  land  in  Prussia  except  the  Crown  lands  belongs  to  the  nobles,  but 
not  a  noble  can  borrow  a  mark  because  the  money  lenders  know  that 
he  either  can’t  or  won’t  pay;  but  anybody  with  money  would  be 
tickled  to  death  to  lend  it  with  all  the  lands  in  the  province  as  security. 
And  if  I  read  aright  your  omnipotent  wisdom,  Your  Majesty  says  that 
if  all  the  nobles  would  put  all  of  their  lands  in  one  common  pot  and 
would  dump  into  that  pot  all  their  castles  and  their  horses  and  their 
arms,  and  whatever  they  own  or  ever  shall  own  and  would  make  that 
pot  the  common  security  the  money  lenders  would  fall  all  over  each 
other  to  take  up  this  loan  on  the  chance  of  getting  a  slice  of  all  that 
is  worth  having  in  Prussia.  Then  would  the  nobles  have  plenty  of 
money  and  the  shopkeepers  would  have  a  brisk  trade,  and  the  work¬ 
ingmen  and  workingwomen  would  be  paid  real  money  and  could  eat 
meat,  and  for  our  dear  Yaterland — 

The  joy  birds  would  sing  from  the  nested  trees, 

The  scent  of  June  roses  blow  sweet  on  the  breeze, 

And  all  the  world  smile  bright  and  fair. 

“And  if  I  may  venture  to  read  what  is  in  your  royal  mind,  this  is 
just  what  is  going  to  happen.” 

And  Frederick  the  Great  said:  “My  good  Buring,  you  sure  are 
some  mind  reader.” 

And  the  King  summoned  the  nobles  and  issued  his  order,  and  they 
all  very  gladly  signed  a  blanket  mortgage  covering  all  of  their  lands, 
and  to  it  added  their  unlimited  liability,  one  and  all,  jointly  and  sev¬ 
erally,  and  the  money  lenders  and  everybody  else  who  had  any  money 
very  willingly  accepted  this  security,  and  everything  happened  just 
as  Buring  had  forecast,  and  the  birds  are  still  singing  and  the  roses 
blooming  for  the  German  farmers.  And  this  was  the  first  Landschaft. 
This  was  in  the  Province  of  Silesia  in  1770.  The  three  that  followed, 
in  Pomerania,  West  Prussia,  and  East  Prussia,  used  the  same  system 
of  unlimited  liability  and  making  all  the  land  in  the  Province  or  dis¬ 
trict  security,  but  in  recent  years  these  principles  have  been  aban¬ 
doned.  The  later  landschaften  hold  only  the  land  of  a  member  who 
has  contracted  a  loan  liable.  The  collective  security  of  the  lands  is 
sufficient. 
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OUR  FARM-MORTGAGE  SYSTEM  WORSE  THAN  NONE — MUTUAL  ASSOCIA¬ 
TIONS  OF  LAND  OWNING  BORROWERS. 

This  varies  very  much  from  our  farm-mortgage  system.  As  a  mat¬ 
ter  of  fact,  we  haven’t  any  farm-mortgage  system.  Our  currency 
system  has  been  about  the  worst  in  the  civilized  world;  any  change 
was  pretty  likely  to  be  an  improvement ;  the  new  bill  is  a  very  great 
improvement;  it  is  going  to  need  some  patching  up  after  it  is  tried  out, 
but  it  ought  to  put  an  end  for  all  time  to  such  artificial,  unnecessary 
panics  as  that  of  1907 ;  but  bad  as  this  system  was,  the  farm-loan 
system  is  infinitely  worse.  A  mortgage  running  two  to  five  years, 
where  one  crop  failure,  or  at  most  two,  is  likely  to  cause  a  man  to  lose 
his  farm,  is  worse  than  none.  They  don’t  run  any  such  dangers  in 
Germany.  The  mortgage  runs  so  many  years,  and  the  annual  or 
semiannual  payment  is  so  small  that  a  crop  failure  or  two  does  not  of 
necessity  spell  ruin. 

MORTGAGE  LOAN  PAID  BY  VERY  LONG  TIME  AMORTIZATION — EX¬ 
AMPLES  OF  AMORTIZATION  PAYMENTS — VERY  SMALL  SEMIANNUAL 

PAYMENTS  EXTINGUISH  THE  DEBT - THESE  PRINCIPLES  EMPLOYED 

BY  AN  ILLINOIS  FARM-LOAN  BANK. 

The  lanschaften  are  mutual  associations  of  land-owning  borrowers. 
There  is  no  element  of  profit.  They  are  organized  not  by  lenders  to 
make  money,  but  by  borrowers  to  facilitate  loans.  All  earnings 
above  actual  expense  go  into  surplus  or  working  capital.  There  are 
no  dividends.  Their  basic  principles  are  collective  security,  very 
long  time  loans  at  low  rates  of  interest  and  amortization.  Amortiza¬ 
tion  means  in  this  sense  “killing  off”  the  mortgage  by  very  small 
annual  or  semiannual  payments  on  installment.  You  won’t  find 
this  definition  in  the  dictionary,  but  it  is  exactly  what  it  means,  and  if 
there  is  anyone  here  who  hasn’t  forgotten  his  Latin,  he  will  admit 
that  “killing  off”  is  a  fairly  good  translation.  Suppose  you  have 
made  a  mortgage  loan  at  3^  per  cent.  In  addition  to  the  interest, 
you  will  pay  say  one-half  of  1  per  cent  toward  the  expense  of  the 
landschaft  and  one-half  of  1  per  cent  amortization  installment  on 
the  principal.  I  am  merely  using  these  figures  for  illustration. 
Interest  varies  from  3  to  4  per  cent  and  sometimes  a  little  higher. 
The  charge  for  expense  varies.  This  runs  as  low  as  one-tenth  of  1 
per  cent  and  is  more  often  one-fourth  than  one-half.  Amortization 
varies  with  the  duration  of  the  mortgage.  Amortization  of  6  per 
cent  for  instance  will  pay  off  the  mortgage  in  about  12  years,  1J  per 
cent  a  little  less  than  30  years,  one-half  of  1  per  cent,  55  years.  But 
assuming  these  figures,  3-|,  %  and  J,  that  is  4J,  you  will  pay  4^  per 
cent  upon  the  face  of  your  loan,  a  fixed  amount,  $45  on  $1,000,  every 
year  until  the  mortgage  is  paid  or  half  of  it  every  six  months.  The 
expense  charge  remains  fixed  but  the  other  items  vary,  for  you  pay 
interest  only  on  the  unpaid  balance  of  the  loan  and  as  this  is  smaller 
after  each  payment,  the  interest  constantly  decreases.  But  you  are 
paying  a  fixed  sum,  so  whatever  the  interest  decreases  is  credited  to 
the  amortization  payment  on  the  principal.  So  that  at  every  pay¬ 
ment  the  interest  is  smaller  and  the  amortization  larger  until  of  the 
last  payment  there  will  be  only  a  few  cents  interest  and  all  the  balance 
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except  the  expense  charge  applied  on  the  principal,  cleans  up  the  loan 
and  your  mortgage  is  canceled.  I  want  to  make  this  perfectly  clear, 
for  this  amortization  principle  with  collective  security  is  the  secret 
of  the  wonderful  success  of  the  landschaften  and  can  be  and  must  be 
adapted  to  our  needs. 

7  PER  CENT  FOR  30  YEARS  PAYS  BOTH  PRINCIPAL  AND  INTEREST. 

I  will  quote  from  an  amortization  table  prepared  by  Mr.  George 
Woodruff,  who  represented  the  State  of  Illinois  on  our  commission 
and  has  established  a  farm-loan  bank  on  these  principles  at  Joliet. 
He  charges  5  per  cent  interest,  1.47  per  cent  amortization,  which 
pays  the  loan  in  30  years,  and  0.53  per  cent  for  expense  and  profit. 
You  will  note  that  this  is  a  very  reasonable  charge,  comparing  favor¬ 
ably  with  the  charge  in  Europe  where  there  is  no  dividend  profit. 
This  makes  a  payment  of  7  percent  or  $70  on  $1,000,- or  $35  semi¬ 
annually.  The  first  payment  of  $35  will  be  made  up  of  $25  interest, 
$2.65  expense  and  profit,  and  $7.35  amortization.  This  leaves  the 
principal  $992.65  instead  of  $1,000,  so  that  for  the  second  payment, 
the  interest  is  $24.81  instead  of  $25,  and  the  19  cents  is  credited  to 
the  amortization,  making  that  $7.54  instead  of  $7.35.  The  tenth 
payment  the  interest  is  reduced  to  $23.16  and  the  amortization 
increased  to  $9.19.  On  the  thirty-fifth  payment,  the  interest  is 
$16.14  and  amortization  $16.21,  being  now  greater  than  the  interest, 
you  will  notice.  And  the  last  payment,  the  interest  is  only  79  cents 
and  the  amortization  $31.56,  and  this  payment  cleans  up  the  last 
balance  due  on  the  mortgage.  Instead  of  paying  7  per  cent  and 
still  owing  the  mortgage,  your  7  per  cent  has  paid  up  the  mortgage 
as  well  as  the  interest,  and  your  land  is  clear. 

LANDSCHAFTEN  ISSUE  BONDS  CALLED  PFANDEBRIEFE - BURING's 

“  COMMON  POT”  THE  SECURITY - NO  DIRECT  RELATION  BETWEEN 

ANY  PFANDEBRIEFE  AND  ANY  MORTGAGE  NOR  BETWEEN  BORROWER 

AND  LENDER. 

The  landschaften  have  a  small  share  capital  and  entrance  fee  and 
gradually  accumulate  a  considerable  reserve  or  surplus,  but  the  vol¬ 
ume  of  their  money  for  loans  comes  from  the  issue  of  bonds  called 
pfandebriefe.  Their  security  is  the  collective  security  of  all  of  the 
mortgages  as  well  as  the  capital  and  reserve.  There  is  no  direct  con¬ 
nection  betwreen  any  pfandebriefe  and  any  specific  mortgage.  When 
you  are  granted  a  loan,  there  is  no  specific  issue  of  pfandebriefe 
against  your  mortgage.  That  simply  goes  into  Buring’s  “common 
pot”  and  becomes  a  small  part  of  the  common  security  for  all  the 
pfandebriefe.  And  there  is  no  direct  relation  between  the  borrower 
and  the  lender,  the  mortgagor  and  the  real  mortgagee.  The  Land- 
scliaft  intervenes,  You  don't  have  to  hunt  up  a  man  to  make  you  a 
mortgage  loan  and  the  mortgagee  doesn't  have  to  worry  about  you 
and  your  payments.  You  don't  know  who  furnishes  the  money  and 
he  doesn’t  know  that  you  exist.  Each  of  you  does  business  with  the 
Landschaft. 


S.  Doc.  571,  63-2 - 3 
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PFANDEBRIEFE  ARE  INTERMINABLE  BONDS. 

We  generally  think  of  a  bond  as  an  obligation  to  pay  a  certain  sum 
of  money  at  a  certain  time.  A  pfandebriefe  isn’t.  It  isn’t  an  obliga¬ 
tion  to  pay  at  any  time  or  ever.  It  is  not  even  a  registered  bond. 
It  is  a  simple  acknowledgment  of  debt  to  bearer,  an  I.  O.  U.  Here 
is  the  exact  form  of  one: 

SAMPLE  FORM  OF  MORTGAGE  BOND. 

Form  A. 

Mortgage  bond  No.  —  of  the  Land  Mortgage  Credit  Association  of  the  Province  of 

Westphalia  for -  marks. 

The  Land  Mortgage  Credit  Association  of  the  Province  of  Westphalia  is  indebted 

to  the  holder  of  this  bond  in  the  sum  of - marks. 

This  amount  shall,  in  conformity  with  the  articles  of  association  of  the  Land  Mort¬ 
gage  Credit  Association  of  the  Province  of  Westphalia,  bear  interest  at  the  rate  of  4 
per  cent  (or  3  per  cent,  3^  per  cent,  or  4^  per  cent),  and  is  redeemable  on  six  months’ 
notice,  the  right  of  giving  such  notice  to  belong  only  to  the  association.  Payment  of 
interest  will  only  be  made  on  presentation  of  the  specially  issued  interest  coupons. 

(Signatures,  etc.) 

Munster, - (date). 

Seal. 

FORM  OF  INTEREST  COUPON. 

Form  B.  Series. 

Series  — . 

No.  — . 

Interest  coupon  No.  —  of  the  —  per  cent  mortgage  bond  No.  —  of  the  Land  Mortgage 
Credit  Association  of  the  Province  of  Westphalia  for  -  marks. 

The  holder  hereof  will  receive  on - the  half  year’s  interest  on  the  above-named 

mortgage  bond, - marks. 

(Signatures,  etc.) 

Munster, - (date). 

Seal. 

Due - . 

No.—. 

This  interest  coupon  lapses  in  four  years  reckoned  from  December  31  of  the  year 
in  which  its  payment  falls  due. 


FORM  OF  TALON. 

Form  C.  .  Series. 

Series  — . 

Talon  to  the  —  per  cent  mortgage  bond  No.  —  of  the  Land  Mortgage  Credit  Association 

of  the  Province  of  Westphalia  for - marks. 

The  presenter  of  this  talon  shall  receive,  without  further  proof  of  his  identity,  the 
new  set  of  interest  coupons  on  the  above-named  bonds  to  be  issued  for  the  10  years 

from - to - .  If,  however,  the  loss  of  this  talon  is  previously  notified  to 

the  directorate,  and  the  delivery  of  the  new  set  of  coupons  is  refused,  the  same  will 
be  withheld  until  the  disputed  claim  to  the  new  series  has  been  settled  amicably  or 
by  a  court  of  law. 

(Signatures,  etc.) 

Munster, - (date). 

Seal. 

TOTAL  OF  BONDS  CAN  NOT  EXCEED  TOTAL  OF  MORTGAGES  HELD  AS 
SECURITY - SECURITY  OF  PFANDEBRIEFE  UNQUESTIONED — AN  ABSO¬ 

LUTELY  LIQUID  SECURITY,  CONVERTIBLE  INTO  CASH  AT  ANY  TIME. 

You  see  there  is  no  obligation  to  pay  at  any  time  or  ever,  and 
nobody  would  care  if  they  never  did  pay.  The  provision  that  they 
may  be  called  on  six  months’  notice  is  not  used  very  often.  The  only 
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eason  they  are  retired  is  that  the  Prussian  law  provides  that  the 
otal  of  pfandebriefe  outstanding  must  not  exceed  in  amount  the  total 
>f  mortgages  held  as  security.  And  so,  as  amortization  payments  are 
nade,  this  money  is  placed  in  a  sinking  fund  and  every  six  months 
t  is  used  to  buy  pfandebriefe  in  the  market  and  retire  them.  They 
>ear  semiannual  interest  coupons  for  10  years  and  attached  to  the 
last  one  is  a  certificate  entitling  the  holder  to  a  new  set  of  interest 
•oupons  for  the  next  10  years.  They  are  made  a  preferential  invest¬ 
ment  for  trust  funds,  and  as  there  are  always  trust  funds  seeking 
Investment,  this  furnishes  a  ready  market,  but  this  really  is  unneces¬ 
sary,  for  they  have  been  used  for  140  years  and  the  people  are  so 
uncustomed  to  them  that  they  pass  from  hand  to  hand  and  nobody 
iver  thinks  of  questioning  the  security.  There  is  no  question  of  it, 
‘or  loans  are  made  only  up  to  one-half  or  two-thirds  the  value  of  the 
and  and  that  valuation  is  conservative.  They  have  three  appraisals 
bo  guide  them — the  Government  assessment  for  taxation,  one  made 
by  a  committee  consisting  of  the  mayor  of  the  village  and  two  other 
farmers,  and  a  third  by  an  officer  of  the  Landschaft.  And  if  there  is 
my  considerable  discrepancy,  they  certainly  will  not  accept  the  high- 
3st.  And  the  security  is  getting  better  all  the  time,  as  amortization 
payments  are  made.  There  never  has  been  a  loss.  There  can’t 
be  as  long  as  land  has  a  stable  value,  for  a  feature  of  the  contract 
loan  is  a  provision  that  the  land  must  be  kept  up  and  its  fertility  and 
■productivity  conserved.  The  pfandebriefe  is  an  absolutely  liquid 
security.  We  have  nothing  like  it  in  this  country;  it  is  almost  like  a 
five-dollar  bill.  If  you  happen  to  need  money  you  don’t  have  to 
put  up  your  bonds  as  collateral  security  for  a  loan,  as  we  do,  if  we 
j  happen  to  be  luckv  enough  to  have  any  bonds.  Tou  can  turn  your 
pfandebriefe  into  cash  at  any  time.  The  butcher,  the  baker,  the 
candlestick  maker  will  be  very  glad  to  take  it. 

FREQUENTLY  SELL  HIGHER  THAN  GOVERNMENT  BONDS - FORCED  TO 

RESORT  TO  PFANDEBRIEFE  TO  MEET  NAPOLEON’S  WAR  INDEMNITY. 


II 


Pfandebriefe  stand  on  about  the  same  basis  as  Government  bonds 
and  are  sometimes  higher  and  in  more  demand.  On  June  14,  when 
we  were  in  central  Germany,  Government  4  per  cent  bonds  stood 
at  96,  pfandebriefe  at  100;  Government  3J  per  cents  at  84,  pfande¬ 
briefe  at  96;  Government  3  per  cents  at  75,  pfandebriefe  at  80 J. 
During  the  Napoleonic  wars,  wh§n  Prussia’s  credit  was  gone,  her 
bonds" stood  at  20  and  nobody  wanted  them;  pfandebriefe  never 
went  below  50.  And  in  1808-9,  when  it  was  impossible  for  the 
Government  to  raise  money  by  any  other  means,  the  Kingdom  of 
Prussia,  with  its  Crown  lands  and  Crown  forests,  joined  the  East 
Prussian  Landschaft  and  by  isuing  pfandebriefe  paid  off  a  portion 
of  the  French  war  indemnity. 


LOANS  MADE  IN  PFANDEBRIEFE,  NOT  IN  CASH - THE  BORROWER 

CHOOSES  THE  RATE  OF  INTEREST  HE  WILL  PAY  MAY  PAY  MORT¬ 
GAGE  EITHER  IN  CASH  OR  IN  PFANDEBRIEFE. 

When  you  place  your  mortgage  you  do  not  receive  money;  you 
get  the  amount  of  your  loan  in  pfandebriefe  and  you  have  to  get 
them  cashed  yourself.  In  order  to  facilitate  financing,  most  of  the 
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landschaften  have  established  a  Landschaft  bank — an  independent 
organization  but  with  capital  subscribed  by  the  Landschaft— in 
the  same  building  and  frequently  in  the  same  room.  So  when 
you  receive  your  sheaf  of  pfandebriefe— they  vary  in  denomination 
from  $25  to  $2,500 — you  step  over  to  the  bank  counter,  turn  them 
in,  and  receive  your  cash.  But  you  do  not  get  par,  necessarily.  You 
get  whatever  happens  to  be  the  market  price  on  that  day.  They 
vary  n  good  deal  in  value  on  account  of  the  different  rates  of  interest 
and  the  state  of  the  money  market.  Here  is  another  striking  thing 
about  this  system — the  borrower  chooses  what  rate  of  interest  he 
will  pay,  3,  3J,  4,  and  sometimes  4£.  He  receives  pfandebriefe 
bearing  the  same  rate  of  interest  he  pays  on  his  mortgage  and  natu¬ 
rally  4  per  cent  bonds  bring  a  higher  price  than  3  per-cent.  Prior 
to  our  visit,  Europe  had  been  suffering  from  a  severe  financial  strin¬ 
gency,  due  largely  to  the  Balkan  war,  and  3  per  cent  bonds  went 
as  low  as  75.  So  if  you  elected  to  pay  3  per  cent  on  your  mortgage, 
you  would  receive  only  $750  on  your  $1,000  loan  and  would  actually 
pay  4  per  cent  on  the  money  received,  for  3  per  cent  on  $1,000  is  4 
per  cent  on  $750.  But  you  have  a  very  good  chance  to  get*  even. 
You  can  pay  the  unpaid  balance  on  your  mortgage  or  any  part  of 
it  any  time  when  you  are  making  a  semiannual  payment,  either  in 
cash  or  pfandebriefe,  and  as  these  mortgages  run  for  a  very  long  time, 
30  to  70  years,  there  will  be  abundant  opportunity  to  buy  pfande- 
*  briefe  at  a  discount. 

LANDSCHAFT  MAY  FORECLOSE  WITHOUT  COURT  PROCESS — LAND  THE 

FARMER’S  NATURAL  SOURCE  OF  CAPITAL— MORTGAGE  DEBT  AS  A 

PROFITABLE  INVESTMENT. 

The  Landschaft  is  strengthened  by  several  special  laws.  It  is 
exempt  from  certain  taxes,  its  officers  rank  as  Crown  officers,  its 
deeds  as  public  records.  If  a  borrower  defaults  in  any  payment  or 
allows  his  land  to  deteriorate,  the  Landschaft  may  foreclose  and 
appoint  a  receiver  without  court  process.  In  such  case  it  also  has 
the  right  of  distraint  against  any  movable  property  as  well  as  land. 
There  is  another  provision  that  at  times  is  of  aid  to  the  farmer. 
When  10  per  cent  or  more  of  the  loan  has  been  paid,  the  debtor  may 
have  this  written  off  on  the  register  of  title  and  his  land  freed  to 
that  extent,  or  he  may  make  a  new  loan  up  to  this  amount  if  he  can 
use  the  money  to  advantage  in  increasing  the  yield  and  revenue 
from  his  farm.  The  theory  is  this:  Land  is  the  workshop  or  manu¬ 
factory.  It  must  have  working  capital.  The  most  successful  farmer 
is  he  who  has  the  largest  working  capital  up  to  the  needs  of  his 
workshop  and  employs  it  judiciously.  The  natural  source  to  supply 
such  capital  is  the  land  itself.  And  so  when  a  farmer  sees  that  a 
considerable  investment  will  largely  increase  his  returns,  he  borrows 
back  what  he  has  paid  on  account.  This  is  quite  the  regular  practice 
in  Prussia  and  is  of  great  value  to  the  country  in  increasing  the 
acreage  cultivated  and  improving  the  yield.  This  plan  off  jumping 
back  into  debt  just  as  you  are  getting  out  nicely  will  not  appeal  to 
Americans  and  we  are  likely  to  be  very  dubious  about  the  whole 
system  of  mortgaging  your  farm  unto  the  third  or  fourth  generation. 
It  was  not  easy  to  teach  the  German  farmers  that  it  was  a  good  thing 
to  go  back  into  debt  and  stay  there,  but  they  finally  learned  that 
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iebt  for  working  capital,  to  make  additions  to  their  workshop  and 
ncrease  its  yield,  was  sound  business  principle,  for  it  gave  them  a  much 
more  valuable  income-producing  farm  and  made  it  possible  to  pay  the 
debt  off  more  rapidly. 


f  WON’T  WORK  IN  THIS  COUNTRY” - LANDSCHAFTEN  PRINCIPLES  ARE 

VITAL  TO  GIVE  OUR  FARMERS  CREDIT  CAPITAL - MR.  WOODRUFF’S 

EXPERIMENT  IN  LANDSCHAFT  PRINCIPLES  REMARKABLY  SUCCESSFUL. 


Money  lenders  who  find  the  present  farm-mortgage  system  offers 
profitable  investment  and  an  occasional  chance  to  get  hold  of  a  good 
farm  at  a  low  price;  bankers  who  fear  innovations,  especially  from 
laymen;  people  who  really  think  we  can  learn  nothing  from  Europe; 
and  others  who  honestly  doubt  the  feasibility  of  marketing  low-interest 
farm-mortgage  bonds — these  will  tell  you  that  this  is  all  very  inter¬ 
esting,  but  it  won’t  work  in  this  country.  That  is  not  argument.  I 
say  that  the  Landschaft  principles  of  collective  security  and  amor¬ 
tization  will  work  in  this  country  and  that  they  are  vital  to  any  mort¬ 
gage  system  we  may  establish  that  is  to  insure  our  farmers  the  same 
opportunity  to  secure  the  necessary  working  capital  that  our  great 
commercial  organizations  now  have  and  that  the  continental  farmer 
has.  My  say-so  is  not  argument.  When  a  man  tells  you  a  plan 
won’t  work  there  is  only  one  answer.  I  have  already  referred  to 
Mr.  George  Woodruff.  He  is  a  young  man  of  keen  mind,  trained 
ability,  and  broad  view.  His  grandfather  established  a  bank  away 
back  before  the  middle  of  the  last  century,  his  father  succeeded  to  it, 
and  now  Mr.  Woodruff  and  his  brother  are  managing  it.  Here  are 
three  generations  of  successful  bankers,  and  it  is  reasonable  to  assume 
that  the  opinion  of  Mr.  Woodruff  is  quite  as  valuable  as  that  of  some 
men  who  have  drifted  into  banking.  But  Mr.  Woodruff’s  opinion, 
while  it  would  be  corroborative,  is  not  argument.  Mr.  Woodruff 
spent  two  years  studying  European  systems,  and  he  could  not  see  why 
American  farmers  were  not  just  as  much  entitled  to  a  reasonable 
long-time  mortgage  system  and  he  established  a  bank  at  Joliet  on 
these  Landschaft  principles  to  loan  to  farmers  and  issue  bonds  on 
Illinois  farm  mortgages;  and  he  included  the  very  necessary  pro¬ 
vision  that  the  productivity  of  the  land  must  be  conserved.  He 
offered  his  first  issue  of  bonds  in  January  of  last  year. 


NO  MARKET  FOR  SECURITIES  IN  1913 — DIVIDENDS  PASSED  AND  CUT, 
VALUES  AT  LOW  EBB — IN  SUCH  UNFAVORABLE  CONDITIONS,  MR. 
WOODRUFF  READILY  MARKETED  $300;000  TO  $400,000  FARM  MORTGAGE 
BONDS  AT  5  PER  CENT. 


This  was  in  1913 — a  year  when  one  of  the  half  dozen  leading 
financial  lawyers  of  this  country,  an  old  college  mate  of  mine,  told 
me  when  I  called  on  him  in  the  East  last  spring  that  he  had  been 
trying  for  20  years  to  get  time  to  take  a  vacation  and  he  was  going 
to  take  it  this  summer,  for  there  will  not  be  a  bond  marketed  in  1913. 
And  when  I  called  at  his  office  in  September,  he  was  still  away  on 
that  20-years-awaited  vacation.  This  w*as  1913 — a  year  when  stand¬ 
ard  securities  that  we  were  taught  as  children  were  as  good  as  United 
States  bonds  and  paid  better  went  down  from  over  200  and  in  some 
cases  over  300  to  par  and  below  and  many  dividends  were  cut  and 
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some  passed.  A  year  when  good  securities  went  begging,  when  rail¬ 
roads  were  forced  to  give  short  time  notes,  when  a  hundred  millions 
of  municipal  bonds,  approved,  signed,  and  ready  for  sale  were  held  back 
because  they  could  not  be  marketed.  In  this  year,  1913,  Mr.  George 
Woodruff  offered  his  first  tissue  of  $125,000  30-year  5  per  cent  bonds 
based  on  the  collective  security  of  Illinois  5  per  cent  amortizabU  farm 
mortgages,  and  he  told  me  on  the  steamer  that  they  were  all  sold 
before  we  sailed  for  Lurope  in  April.  I  wrote  to  Mr.  Woodruff  last 
February  asking  if  I  might  quote  him  to  this  effect,  and  he  replied  as 
follows  under  date  of  I  ebruary  1 1 : 

I  will  be  very  glad  indeed  to  have  you  refer  to  me  as  you  have  suggested,  and  if  there 
is  anything  I  can  do  to  help  you  spread  the  doctrine  of  farm  credit  in  your  part  of  the 
country,  I  hope  that  you  will  feel  free  to  call  upon  me.  Our  business  is  prospering, 
and  we  have  now  loaned  between  $300,000  and  $400,000  in  amortization  loans. 

Between  $300,000  and  $400,000  of  5  per  cent  bonds  based  on 
amortizable  5  per  cent  Illinois  farm-mortgage  loans  sold  in  1913. 
Now,  that  is  not  argument;  that’s  the  answer.  When  a  man  tells 
you  that  this  system  won’t  work,  refer  him  to  Mr.  George  Woodruff. 

NO  SECURITY  EQUAL  TO  LAND  UNDER  PROPER  CONDITIONS - FARM¬ 

LAND  RONDS  APPROVED  BY  THE  FEDERAL  GOVERNMENT  WOULD 

PROBABLY  HAVE  THE  CONFIDENCE  OF  INVESTORS - THE  SAVINGS 

OF  THE  PEOPLE  SHOULD  FINANCE  OUR  FARMERS. 

I  do  not  mean  to  say  that  it  necessarily  follows  that  because  Mr. 
Woodruff  has  sold  his  bonds  you  and  I  can  establish  a  farm-land 
bank  anywhere  and  be  equally  certain  of  success.  People  bought 
his  bonds  because  they  had  money  to  invest  and  had  confidence  in 
him  and  his  institution,  not  because  they  were  looking  for  farm  mort¬ 
gages  for  investment.  Having  this  confidence,  they  w^re  willing  to 
invest  in  securities  based  on  farm  mortgages  he  recommended,  for, 
after  all,  everybody  knows  that  there  is  no  security  equal  to  land 
under  proper  conditions.  That  $300,000  to  $400,000  came  out  of 
hiding  in  such  a  year  as  1913  would  seem  to  indicate  that  under 
normal  business  conditions  there  will  be  abundant  money  to  take  up 
farm-mortgage  bonds  if  investors  are  satisfied  of  their  security, 
especially  since  railroad  securities  are  not  as  eagerly  sought  as  here¬ 
tofore.  It  is  the  savings  of  the  Nation  that  must  finance  the  farmer 
as  it  financed  the  railroads.  What  is  needed  is  the  creation  of  a 
security  in  the  form  of  a  bond  backed  by  collective  security  of  farm 
mortgages  under  strict  Federal  supervision  and  approval.  And  if 
Mr.  Woodruff’s  recommendation  was  sufficient  in  1913,  it  seems  to  me 
that  such  a  farm-land  bond  approved  by  the  United  States  Treasury 
Department,  accepted  by  United  States  courts  as  legal  investment 
for  trust  funds,  and  by  national  banks  for  investment  of  savings 
funds,  and  by  the  postal  savings  trustees  as  security  for  deposits 
of  postal  savings  funds,  and  treated  similarly  by  State  legislation, 
and  exempted  from  all  Federal  and  State  taxation,  would  have  the 
confidence  of  investors  equal  to  that  they  have  displayed  in  Mr. 
Woodruff’s  bonds  and  would  attract  the  savings  of  the  people  into 
the  best  channel  for  the  development  and  prosperity  and  well-being 
of  the  Nation,  the  financing  of  our  farmers.  The  bill  presented  to 
the  President  and  to  Congress  has  these  provisions. 
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SHORT-TERM  PERSONAL  CREDIT— THE  RAIFFEISEN  AND 

SCHULZE-DELITZ SCH  SYSTEMS. 

The  Raiffeisen  System. 

THE  MOST  WONDERFUL  THING  IN  EUROPE - PROPERTY  ALWAYS  THE 

BASIS  OF  CREDIT - RAIFFEISEN'S  REVOLUTIONARY  PRINCIPLE*.  CHAR¬ 

ACTER  IS  SECURITY. 

We  saw  a  good  many  interesting  things  on  our  trip.  I  am  going  to 
tell  you  something  of  the  most  wonderful  thing  in  Europe.  When  I 
was  a  boy  Dr.  Edward  Everett  Hale  taught  “Ten  times  1  is  10/ ” 
Frederick  William  Raiffeisen  teaches  ten  times  nothing  is  something 
and  a  hundred  times  nothing  is  $10,000.  And  Germany  and  Hungary 
and  Italy  and  Ireland,  and  even  Russia  and  the  Balkans,  are  demon¬ 
strating  the  truth  of  this  remarkakle  theorem  every  day.  This  is  the 
most  wonderful  thing  in  Europe,  and  I  rather  think  in  the  whole 

world. 

Practically  all  of  the  business  of  the  world  is  done  on  credit;  money 
is  used  chiefly  as  a  foundation  for  credit.  From  the  earliest  record, 
when  kings  used  to  pawn  their  crowns  and  crown  jewels,  the  basis  of 
credit  has  been  security,  actual  tangible  security,  property,  something 
that  could  be  sold  up  if  the  debtor  did  not  pay.  _  And  so  a  man's 
credit  was  in  proportion  to  his  property,  and  the  poor  man,  the  man 
who  needed  credit  most,  who  could  not  better  his  position  in  the  world 
without  it,  could  not  get  it.  To  him  that  hath  shall  be  given.  This 
was  true  from  the  dawn  of  civilization  until  65  years  ago,  when  the 
burgomaster  of  a  little  German  village,  “Vater  Raiffeisen,”  as  he  is 
affectionately  called  in  all  Germany,  his  heart  aching  for  the  poverty 
and  woe  of  his  people,  declared  and  demonstrated  an  entirely  new 
and  revolutionary  principle  of  credit:  That  character,  moral  worth, 
industry,  sobriety,  thrift  constitute  security  and  are  entitled  to  credit 
and  better  security  than  property,  because  they  can't  be  sold  up; 
they  don't  have  to  be;  the  sober,  honest,  industrious  man  pays. 

CHRISTIANITY  AND  PATRIOTISM  THE  FOUNDATION  OF  THE  RAIFFEISEN 
SOCIETIES — HABITS  OF  INDUSTRY,  SOBRIETY,  AND  THRIFT  ESTAB¬ 
LISHED. 

And  what  the  little  credit  societies  that  have  sprung  up  all  over 
Europe,  founded  upon  this  principle  of  Raiffeisen  with  cooperation, 
have  accomplished  is  inconceivable.  I  thought  I  knew  something 
about  the  Raiffeisen  system  after  two  or  three  years  reading  and 
studying;  I  did  not.  No  man  can  comprehend  it  until  he  sees  its 
workings  and  results.  Raiffeisen  was  a  very  religious  man,  and  he 
made  Christianity  one  of  the  foundations  of  his  societies.  The  articles 
of  every  society  to-day  contain  this: 

The  society  aims  less  at  realizing  profits  than  at  strengthening  those  economically 
weak  and  promoting  the  intellectual  and  moral  welfare  of  its  members.  Its  activities 
must  accordingly  extend  to:  (a)  The  furtherance  of  thrift;  (6)  the  accumulation  of 
an  indivisible  foundation  fund  for  the  promotion  of  the  economic  conditions  of  the 
members;  (c)  the  organization  of  means  for  the  cultivation  of  rural  social  welfare  and 
of  love  of  home;  (d)  the  establishment  of  conciliation  courts  of  the  society  for  the 
purpose  of  checking  litigation;  (e)  the  active  opposition  to  such  transactions  in  real 
property  as  are  against  the  public  good,  and  such  participation  in  the  relief  of  landed 
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property  from  debt  as  may  be  expedient;  (/)  the  holding  of  instructive  lectures  and 
the  exchange  of  practical  experiences  at  the  meetings  of  members. 

The  society  rests  upon  a  Christian  and  patriotic  foundation.  At  meetings  and  in 
all  the  activities  of  the  association  opinions  and  measures  of  a  religious  or  political 
character  are  absolutely  prohibited. 

WONDERFUL  RESULTS  OF  RAIFFEISEN  SOCIETIES — LITTLE  SAYINGS 

COMBINED  MAKE  AN  ENORMOUS  SUM  IN  PRODUCTIVE  CIRCULA¬ 
TION — MORAL  CHARACTER  THE  SECURITY  OF  A  COOPERATIVE 

BANK - PRINCIPLES  OF  THE  RAIFFEISEN  SOCIETIES. 

And  these  provisions  are  lived  up  to.  The  result  is  amazing. 
Habits  of  industry  and  thrift  and  sobriety  have  been  established  in 
the  individual  and  in  the  community.  I  will  venture  to  say  that 
the  Raiffeisen  societies  have  done  more  to  cure  the  disease  of  drink 
and  stamp  out  the  curse  of  drunkenness  than  all  other  temperance 
work  under  like  conditions — yes ;  ten  times  over.  For  a  booze  fighter 
can’t  get  into  a  Raiffeisen  society,  and  if  a  member  gets  to  wasting 
his  time  and  money  at  the  wine  shop  he  finds  half  a  dozen  or  a  score 
of  self-constituted  guardians  reading  him  the  riot  act.  Usury,  so 
frightful  a  curse  of  the  poor,  lias  been  entirely  abolished.  Whole 
villages  that  25  years  ago  consisted  only  of  lazy,  worthless,  drunken 
brigands,  where  no  man  would  trust  a  soul  and  where  neither  prop¬ 
erty  nor  life  were  safe,  have  become  sober,  industrious,  decent. 
Little  savings  stored  away  in  tin  cans  and  old  stockings  have  been 
called  into  deposits  in  these  little  banks  and  together  have  made  the 
enormous  sum  of  a  billion  dollars  in  productive  circulation  for  the 
benefit  of  the  worker  and  the  community  and  the  nation,  most  of 
which  would  have  remained  hoarded  away  from  the  channels  of 
trade.  Luzzatti,  who  established  the  people’s  banks  in  Italy  and  is 
the  head  of  the  system,  addressed  us  at  Rome.  He  says: 

The  best  guaranty  of  a  cooperative  bank  is  the  moral  worth  of  its  members.  Such 
a  bank  can  not  be  safe  unless  it  make  the  improvident  thrifty,  the  drunkard  sober, 
the  lazy  industrious,  and  even  the  illiterate  educated. 

And  these  things  they  have  done  and  are  doing  every  day  in  every 
country  on  the  continent,  and  in  Ireland,  and  among  the  blacks  in 
far-off  East  India.  And  seeing  it,  it  was  with  a  full  heart  that  I 
joined  with  others  of  the  American  commission  in  laying  a  wreath 
with  appropriate  tribute  upon  the  statue  of  Raiffeisen,  which  stands 
a  few  steps  from  the  house  where  he  lived,  in  front  of  the  first  union 
he  established,  at  Neuwied  on  the  Rhine.  And  that  first  union  is 
still  in  existence,  prosperous  and  grown  to  large  proportions. 

UNLIMITED  LIABILITY  AND  THE  CENTRAL  BANK  A  SHOCK  TO  AMERI¬ 
CANS — A  CENTRAL  BANK  ESSENTIAL - SIMPLY  A  CLEARING  HOUSE. 

The  principles  of  the  Raiffeisen  societies  are  unlimited  liability, 
very  limited  field  of  action,  great  care  in  the  selection  of  members, 
close  and  careful  supervision  and  inspection,  no  salaries— only  the 
manager  is  paid  and  he  gets  from  $2  to  $12  per  month — no  profits — 
either  there  is  no  dividend  or  it  is  limited  to  the  usual  charge  for 
money,  4  per  cent — and  the  basic  principle  of  all  cooperative  societies, 
one  man,  one  vote.  These  are  not  banks,  to  make  money  for  capital; 
they  are  mutual  associations  of  borrowers  and  generally  most  of 
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them  poor;  it  is  the  man  and  not  the  money  that  votes.  If  I  own 
one  share,  or  have  paid  my  entrance  fee,  which  in  some  German  and 
Italian  societies  is  as  low  as  a  penny  and  even  a  half  penny,  and  you 
hold  the  limit,  which  may  be  as  high  as  $1,500,  I  have  the  same  voice 
as  you  in  all  the  affairs  of  the  society  and  the  same  vote. 

There  are  two  Raiffeisen  principles  which  give  a  severe  jolt  to  the 
American  mind.  The  first  is  unlimited  liability.  The  eleventh  com¬ 
mandment  taught  the  American  boy  at  his  father’s  knee  is  “Thou 
shaft  not  indorse  another  man’s  note.”  Raiffeisen  taught:  “Thou 
shalt  indorse  thy  friend’s  note  and  thou  shalt  become  responsible 
with  all  that  which  thou  hast  not  only  for  thy  friend  but  for  the 
49  or  99  other  members  of  thy  society.”  The  other  is  the  central 
bank.  We  have  always  had  a  bitter  prejudice  against  a  central 
bank,  fearing  that  Wall  Street  would  control  it  and  get  hold  of  what 
little  money  remains  outside  its  clutches.  That  prejudice  was 
strong  in  Andrew  Jackson’s  day  and  it  still  exists.  In  fact,  it  is  re¬ 
sponsible  for  the  principal  change  in  the  new  currency  bill  from  the 
Aldrich  bill,  the  substitution  of  12  regional  central  banks  for  1 
central  bank.  It  is  the  same  principle;  we  have  had  to  come  to  it. 
A  central  bank  is  essential  to  the  Raiffeisen  system  and  indeed  to 
ever}7  banking  system  in  Europe.  But  it  is  not  a  Wall  Street  central 
bank.  It  is  simply  a  clearing  house  to  equalize  the  supply  and  de¬ 
mand  for  money.  If  your  little  village  bank  needs  for  the  use  of  its 
members  more  money  than  it  has,  the  central  bank  advances  it  from 
the  deposits  of  other  little  village  banks — in  Minnesota  or  Massa¬ 
chusetts  or  Maryland,  perhaps — where  money  is  not  at  the  time 
needed.  It  also  meets  another  great  need.  Just  as  a  small  farmer 
in  a  remote  locality  finds  it  impossible  to  get  credit  until  a  cooperative 
bank  is  established,  so  the  little  bank  can  not  reach  the  money 
market  to  supply  its  needs  and  invest  its  surplus.  And  so  the  central 
bank  forms  a  convenient  and  necessary  channel  for  the  passage  of 
funds  to  and  from  the  money  markets  of  the  world.  Speculative 
business,  investment  in  any  kind  of  speculative  securities  or  loaning 
on  such  is  absolutely  prohibited,  so  you  see  such  a  bank  could  not  get 
a  footing  in  Wall  Street,  but  it  is  very  necessary  to  the  village  banks. 

A  BANKING  PYRAMID  WITH  A  MILLION  SAVERS  AS  A  FOUNDATION - 

UNLIMITED  LIABILITY  THE  BASIS — ONE  FOR  ALL  AND  ALL  FOR  ONE. 

The  system  is  a  pyramid  with  10,000  little  banks  with  an  hundred 
members  each  as  the  base,  then  52  regional  banks,  then  the  Central 
Prussian  Bank,  a  pyramid  with  a  foundation  of  a  million  savers  at 
the  base,  not  a  Wall  Street  pyramid,  with  the  apex  as  the  foundation. 
Every  member  becomes  liable  with  all  of  his  possessions  for  all  of  the 
debts  of  the  bank.  There  are  no  exemptions  such  as  we  have. 
Except  the  clothes  on  his  back  and  the  hoe  or  ax  in  his  hand,  you  can 
seize  everything  a  man  has.  And  so  unlimited  liability  means  every¬ 
thing  to  the  man  who  assumes  it,  and  it  means  a  good  deal  to  the 
lender.  The  minister  of  the  treasury  of  Italy  explained  the  system 
thus:  Suppose  you  are  a  large  employer  of  labor;  you  can  easily  pick 
out  an  hundred  of  vour  men  sober,  honest,  and  industrious,  to  each 
of  whom  you  could  loan  50  francs  or  $10.  But  experience  has  shown 
that  through  aeaih,  sickness,  or  accident,  two  of  the  hundred  will  be 
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unable  to  pay.  The  other  98  will  pay,  and  if  the}^  were  liable  for  the 
2  your  loan  would  be  safe.  So  you  make  the  100  jointly  and  sever¬ 
ally  liable  for  the  entire  5,000  francs,  or  $1,000,  and  each  and  all  of 
the  100  loans  are  safe.  This  is  the  principle  upon  which  all  of  these 
little  credit  societies  are  founded,  the  principle  we  often  talk  about 
but  never  really  get  into  operation:  One  for  all  and  all  for  one. 

ALWAYS  WATCHING  THE  BORROWER — LOANS  ONLY  FOR  A  PRODUCTIVE 

OR  ECONOMIC  PURPOSE - EMPLOYMENT  OF  THE  LOAN  MADE  SECUR¬ 
ITY  FOR  ITS  PAYMENT - MAKING  CREDIT  DIFFICULT,  TO  MAKE  IT 

possible — Raiffeisen’s  dream  almost  realized. 

This  unlimited  liability  obviously  requires  a  very  limited  field, 
where  every  man  knows  every  other  man ;  in  the  first  place  to  admit 
only  the  right  kind  of  members  and  in  the  second  place  to  watch  the 
borrower.  “My  society  has  a  hundred  members”  said  a  member  to 
us.  “We  are  99  detectives  all  the  time  watching  the  borrower,  to 
see  that  he  is  working  every  day  and  not  idling  at  the  wine  shop  and 
is  using  the  money  for  the  purpose  for  which  he  borrowed  it.”  For 
loans  are  made  only  for  a  specific  productive  or  economic  purpose. 
You  can  borrow  for  a  cow  or  a  plow  or  fertilizer,  but  you  can’t 
borrow  to  take  a  pelasure  trip  or  to  buy  your  wife  a  $50  hat  marked 
down  to  $49.49  or  your  daughter  a  course  of  tango  lessons.  This 
little  story  of  the  99  detectives  is  one  secret  of  the  success  of  these 
banks  and  the  security  of  this  new  form  of  credit:  Intimate  knowl¬ 
edge  of  the  borrower,  continuous  watching  to  see  that  he  is  indus¬ 
trious,  sober,  thrifty,  that  he  is  putting  the  money  borrowed  to  the 
use  that  is  going  to  bring  good  returns  and  enable  him  to  pay  his 
debt.  It  is  easy  to  sneer  at  such  security,  yet  what  bank,  if  you 
please,  in  the  length  and  breadth  of  America,  has  any  such  knowl¬ 
edge  of  its  debtors,  any  certainty  that  the  loan  of  itself  insures  re¬ 
payment,  any  such  influence  to  compel  borrowers  to  make  good? 
By  loaning  only  for  a  specific  productive  purpose,  they  make  em¬ 
ployment  of  the  loan  substantial  security  for  its  repayment.  Un¬ 
limited  liability  is  employed  not  so  much  to  facilitate  credit  by  pledg¬ 
ing  a  large  collective  value  where  the  individual  could  pledge  only 
nominal  value  as  to  make  credit  possible  by  insuring  the  personal 
interest  of  each  member  in  close  watch  of  the  bank,  its  manager  and 
committees,  and  eternal  vigilance  upon  the  borrower.  And  so  com¬ 
pelling  the  borrower  to  attend  to  his  work,  to  keep  sober  and  indus¬ 
trious  and  thrifty,  to  use  the  money  borrowed  so  that  it  will  return 
increasingly,  all  these  things  that  make  credit  hard  for  the  debtor 
make  it  possible.  For  he  is  forced  to  make  of  his  own  efforts,  of  his 
own  character,  of  his  own  habits,  security  worth  lending  upon. 
“This,”  as  Mr.  Henry  W.  Wolff  says,  “is  the  argument  for  cooperative 
credit,  the  secret  of  its  possibility  in  a  nutshell.”  Raiffeisen’s  idea 
was  to  restrict  a  society  to  a  parish,  where  men  necessarily  knew  one 
another,  where,  as  they  say  over  there,  they  knew  what  their  neigh¬ 
bor  had  in  his  cupboard  and  in  his  bureau  drawers;  and  it  was  his 
dream  ultimately  to  establish  a  society  in  every  parish  in  the  Empire, 
to  make  Germany  the  most  prosperous,  thrifty  and  happy  nation  on 
earth.  How  real  was  this  dream  you  may  judge  when  I  say  that  the 
imperial  minister  told  us  that  the  Government  is  working  on  this 
plan  of  Raiffeisen’s  and  the  goal  is  in  sight. 
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WITHOUT  COOPERATIVE  BANKS  CREDIT  IS  A  MONOPLY  OF  THE  PROP¬ 
ERTY  OWNER - VERY  SIMPLE  MATTER  TO  ORGANIZE  A  RAIFFEISEN 

SOCIETY — LIMIT  OF  A  LOAN  $2,500. 

A  man  joins  a  cooperative  bank  because  he  needs  a  loan  he  can 
not  get  elsewhere  on  reasonable  terms  if  at  all.  Wherever  cooper¬ 
ative  banks  are  not  yet  established,  credit  remains  altogether  the 
monoplv  of  the  wealthy  or  at  best  of  the  property  owner  this  is 
true  of  "the  United  States.  There  are  millions  of  people  here  as  m 
everv  nation  who  need  loans  and  can  only  go  to  the  usurer  or  pawn¬ 
shop  or  to  charity,  who  for  lack  of  property,  tangible  security,  are 
barred  from  the  ordinary  bank.  This  is  the  history  of  all  tune;  it  is 
no  longer  true  where  cooperative  banks  have  been  establishea. 

It  is  a  very  simple  matter  to  organize  one  of  these  Raiffeisen  socie¬ 
ties.  Ten  or  a  dozen  men  get  together,  men  who  know  and  trust  one 
another,  and  decide  to  organize  a  society.  Raiffeisen  taught  that  it 
there  were  only  two  good  men  ready,  one  to  act  as  chairman  and  the 
other  as  secretary,  for  them  to  go  ahead  and  organize  and  open  the 
bank  for  business  and  others  would  quickly  ]om  the  two.  the 
Government,  however,  has  placed  the  minimum  at  seven,  they 
adopt  what  we  call  articles  and  by-laws,  they  call  them  statutes,  a 
sample  form  is  furnished  in  blank  by  the  Raiffeisen  h  ederation. 
They  elect  a  manager  or  cashier,  an  executive  or  discount  committee 
of  three  or  five  and  a  supervisory  committee  of  six  to  nine  or  more. 
The  executive  committee  passes  upon  all  loans  and  a  majority  must 
in  writing  approve  an  application.  The  supervisory  committee  keeps 
constant  watch  over  the  manager  and  executive  committee.  I  he 
meeting  decides  what  shall  be  the  maximum  loan  to  an  individual, 
the  maximum  amount  to  be  loaned  in  the  aggregate,  and  all  other 
details.  The  highest  limit  allowed  an  individual  is  $2,500  and  m  the 
small  societies  is  much  less.  The  members  pay  their  entrance  fees, 
or  for  their  stock,  which  may  be  paid  in  installments,  register  the 
societv  at  the  Government  registry  office,  join  the  federation  and  get 
in  touch  with  the  central  bank  and  the  society  is  now  ready  for 
business. 

MANAGER  PAID  $2  TO  $12  PER  MONTH— NO  MONEY  TIED  UP  IN 

BUILDING  OR  RENT - LOANS  TO  MEMBERS  ONLY  BORROWER  MUST 

CONVINCE  COMMITTEE  THAT  HIS  USE  OF  THE  MONEY  ASKED  FOR 

WILL  PROVE  PROFITABLE. 

The  manager  is  generally  the  village  school-teacher  or  clergyman 
or  one  of  the  large  farmers,  whoever  happens  to  be  the  educated  man 
who  can  figure  4  per  cent  interest  and  keep  a  simple  set  of  books. 
He  gets  from  $2  to  $12  a  month  salary,  in  proportion  to  the  amount 
of  business.  No  other  salaries  are  paid  unless  the  business  grows  so 
as  to  require  clerks  giving  their  whole  time,  in  which  case  they  get 
the  going  wages.  The  bank  is  frequently  m  a  little  back  room  in  the 
manager’s  house.  There  is  no  money  tied  up  in  a  building  or  wasted 
on  rent  by  a  young  society,  although  as  they  grow  many  of  them 
acquire  their  own  building.  The  room  contains  a  table,  some  chairs, 
a  cheap  desk,  a  $10  secondhand  safe,  and  a  few  books.  There  are  no 
checks  used.  This  bank  will  not  cash  a  check;  all  business  is  cash. 
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Some  of  the  banks  are  open  certain  hours  on  certain  days  in  the  week, 
others  every  day,  including  Sunday.  Deposits  are  received  from 
members  and  are  paid  interest  1  per  cent  less  than  is  charged  on  loans. 
Deposits  are  also  received  from  nonmembers  and  are  paid  from  one- 
fourth  to  1  per  cent  less  than  to  members.  Loans  are  made  to  mem¬ 
bers  only.  If  a  loan  is  made  to  a  nonmember,  the  society  becomes  a 
commercial  bank  and  is  taxed  by  the  Government.  This  distinction 
in  taxation  between  a  commercial  bank  organized  for  profit  and  a 
cooperative  society  of  borrowers  is  eminently  fair  and  just.  When  a 
member  makes  an  application  for  a  loan,  he  must  bring  two  other 
members  as  sureties  and  he  must  explain  for  what  the  money  is  to  be 
used.  And  more  than  this.  This  committee  is  from  Missouri.  He 
must  show  them  not  only  that  the  purpose  is  productive  or  economic 
in  the  abstract,  but  that  in  this  specific  instance  he  can  and  will  carry 
it  out  so  as  to  insure  a  money  return  that  will  guarantee  payment  of 
the  loan.  For  instance,  you  and  I  might  make  application  at  the 
same  time  for  a  loan  to  put  a  new  piece  of  land  in  cultivation  under 
apparently  similar  conditions  and  with  the  same  or  equal  sureties. 
The  committee  might  grant  your  loan  and  refuse  mine,  because  they 
believed  you  would  make  it  profitable,  while  I  had  better  get  my 
present  holding  in  better  shape  and  devote  my  energies  to  getting 
better  returns  from  it  before  spreading  out.  It  is  making  credit  diffi¬ 
cult  to  make  it  possible. 

LOAN  PERIOD  FROM  THREE  MONTHS  TO  10  YEARS - INTEREST  CHARGES 

VERY  LOW  BECAUSE  OF  VERY  SMALL  EXPENSE. 

Loans  are  made  for  periods  of  from  three  months  up  to  two  or 
three  years  and  are  extended  when  advisable  up  to  10  years,  which 
is  the  limit.  Loans  running  longer  than  a  few  months  must  be  re¬ 
duced  by  partial  payments  annually.  Interest  varies  from  3J  to  5 
per  cent.  It  is  a  striking  fact  that  during  the  severe  stringency  of 
the  two  years  before  out  visit,  when  the  interest  charge  of  the  bank 
owned  by  the  Imperial  Government  advanced  to  7  per  cent  and  that 
of  commercial  banks  to  7  and  8  per  cent,  these  little  credit  societies 
continued  to  serve  their  members  at  the  usual  cheap  rates,  with 
apparently  no  injurious  knowledge  of  the  shortage  of  money.  At 
least  their  members  did  not  know  anything  about  it,  and  their  wants 
were  supplied  as  usual.  They  can  do  this  because  of  the  extremely 
small  expense,  practically  no  rent  or  salaries,  no  overhead,  the 
absence  of  the  necessity  to  make  a  profit,  dividends  being  restricted 
to  the  interest  charge  and  many  times  being  eliminated  entirely,  and 
the  absence  of  all  speculative  business  and  its  attendant  risk. 

CENTRAL  BANK  ADVANCES  MONEY  WHEN  NEEDED — A  HUNDRED  TIMES 

NOTHING  IS  $10,000 — THE  VILLAGE  BANK  WITH  A  FEW  HUNDRED 

DOLLARS  CAPITAL  CAN  CARE  FOR  ALL  THE  NEEDS  OF  THE  COM¬ 
MUNITY — TREMENDOUS  DEPOSITS  ATTRACTED  BY  THESE  LITTLE 

BANKS. 

The  bank  keeps  in  the  little  safe  only  such  money  as  is  needed 
from  day  to  day,  two  or  three  hundred  dollars;  the  balance  is  kept  at 
the  central  bank  drawing  interest.  If  its  members  need  more  money 
than  it  has,  the  central  bank  advances  it  at  a  low  rate  of  interest. 
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Here  is  where  the  unlimited  liability  comes  in;  where  you  follow 
Raiffeisen’s  behest  and  become  liable  not  only  for  your  friend  but  for 
the  99  other  members  of  your  society;  where  ten  times  nothing 
becomes  something  and  a  hundred  times  nothing  becomes  $10,000. 
The  little  piece  of  land  and  the  house  and  the  bam,  if  he  happens 

!to  have  them,  the  clothes  and  the  beds  and  the  working  tools,  all 
your  member  has,  might  run  up  to  $1,000  to  replace,  but  would  be 
worthless  as  security  for  a  commercial  bank,  for  the  expense  and 
trouble  of  selling  it  up  and  realizing  anything  would  be  far  greater 
than  the  small  sum  earned  in  interest.  But  all  these  little  posses¬ 
sions  foot  up  a  thousand  dollars,  and  when  all  of  the  hundred  mem¬ 
bers  is  combined  in  the  society,  it  becomes  a  hundred  thousand 
! dollars  of  Raiffeisen  security.  And  so  your  society  has  a  rating  of 
$100,000,  although  its  capital  is  only  two  or  three  hundred  dollars, 
and  at  any  time  the  central  bank,  without  any  other  security,  will 
advance  one-tenth  of  this  rating,  or  $10,000.  One  hundred  times 
nothing  becomes  ten  thousand  real  hard  gold  dollars.  No  security  ? 
Ah,  but  it  is  sound  security,  for  you  are  never  going  to  be  forced  to 
sell  it  up.  And  so  a  bank  organized  with  a  few  hundred  dollars 
capital  can  take  care  of  all  the  needs  of  the  community.  But  it  is  a 
fact,  and  a  very  striking  fact,  I  am  still  wondering  about  it,  that  the 
official  Government  reports  show"  that  while  the  capital  of  these 
17,000  banks  averages  less  than  $500,  of  the  hundreds  of  millions 
they  handle  annually  nearly  90  per  cent  comes  from  their  own 
deposits,  1.2  per  cent  from  share  capital,  2.6  per  cent  from  accumu¬ 
lated  surplus,  and  but  8  per  cent  borrowed  from  the  central  bank  or 
from  some  other  source. 

THE  SCHULZE-DELITZSCH  BANKS— DO  BUSINESS  ON  A  MUCH  LARGER 

SCALE - AVERAGE  SHARE  CAPITAL  ONE  HUNDRED  AND  TWENTY 

TIMES  AS  GREAT — COMPARATIVE  FIGURES - AVERAGE  RAIFFEISEN 

LOANS  VERY  SMALL. 

Contemporary  with  Raiffeisen  was  Schulze,  of  Delitzsch.  The 
banks  established  upon  his  principles  are  doing  for  the  city  people 
what  the  Raiffeisen  banks  are  doing  in  the  country.  They  are  popu¬ 
larly  known  as  people’s  banks,  while  the  Raiffeisen  are  known  as 
village  banks.  There  are  some  points  of  similarity  and  some  of 
difference.  Collective  security  and  unlimited  liability  are  the  founda¬ 
tion  of  both,  although  before  his  death  Schulze  conceded  that  lia¬ 
bility  might  be  limited.  While  all  of  the  genuine  Raiffeisen  banks 
have  unlimited  liability,  about  half  of  the  Schulze-Delitzsch  banks  in 
Germany  and  most  of  them  in  Austria  and  Italy  have  limited  lia¬ 
bility.  These  banks  approach  nearer  our  banks  than  any  other 
cooperative  banks  in  Europe.  They  differ  from  the  Raiffeisen  banks 
in  that  they  start  wdth  a  substantial  share  capital,  to  be  paid  up  in 
installments,  while  Raiffeisen  argued  that  there  should  be  no  shares 
and  no  entrance  fee,  in  order  that  the  poorest  man  might  become  a 
member.  They  do  business  on  a  much  larger  scale,  having  a  much 
larger  capital,  much  greater  membership,  making  larger  loans,  em¬ 
ploying  well-paid  managers  and  clerks  and  paying  good  dividends. 
The  average  membership  of  the  Raiffeisen  societies  is  100,  Schulze- 
Dehtzsch,  600;  average  share,  Raiffeisen,  $2.50,  Schulze-Delitzsch, 
$90;  average  working  capital,  Raiffeisen  $40,000,  Schulze-Dehtzsch 
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nearly  $400,000  (the  tendency  is  toward  larger  and  larger  capital  in 
Schulze-Delitzsch  banks;  it  has  trebled  in  20  years);  average  share 
capital,  Raiffeisen  less  than  $500,  Schulze-Delitzsch,  $60,000  (which 
is  1.2  and  15  per  cent,  respectively,  of  their  working  capital);  divi¬ 
dends  paid,  Raiffeisen  none  generally,  never  above  the  interest  rate, 
Schulze-Delitzsch  5  to  7  per  cent,  and  in  some  cases  as  high  as  18  and 
25  per  cent.  These  are  real  banks,  you  will  note,  but  they  are  coop¬ 
erative  and  on  a  much  larger  scale  are  managed  much  like  the  Raiff¬ 
eisen  banks.  And  they  serve  farmers  as  well  as  townspeople.  In 
Baden,  for  instance,  farmers  and  peasants  make  about  30  per  cent  of 
their  borrowers,  while  these  classes  are  about  95  per  cent  in  the 
Raiffeisen  societies,  and  these  loans  total  thirty-two  and  a  quarter 
million  dollars  as  against  twenty-four  and  a  quarter  million  in  the 
Raiffeisen  system.  Doing  business  on  so  much  larger  scale  the 
Schulze-Delitzsch  banks  are  not  limited  to  a  single  parish  or  village, 
but  draw  clients  from  a  wide  area.  Consequently,  lacking  the  inti¬ 
mate  knowledge  and  constant  watch  of  borrowers,  they  have  to  sub¬ 
stitute  ordinary  banking  methods  and  trained  employees.  That  you 
may  appreciate  how  small  are  the  Raiffeisen  banks  financially  and 
how  small  the  needs  of  the  farmers  and  workers  they  care  for,  the 
report  of  the  federation  for  1910  shows  16  per  cent  of  the  loans  less 
than  $25;  28  per  cent  from  $25  to  $75;  16  per  cent  from  $75  to  $125; 
17  per  cent  from  $125  to  $250;  12  per  cent  from  $250  to  $500;  11 
per  cent  over  $500. 

A  Personal  Visit  to  Several  Little  Banks. 

LITTLE  RAIFFEISEN  BANK  AT  RAGOW — THE  BANK  A  BOND  OF  BROTHER¬ 
HOOD— THE  WELFARE  OF  ONE  THE  CONCERN  OF  ALL. 

I  want  to  tell  you  of  two  or  three  of  these  little  banks  I  personally 
visited,  so  that  you  may  get  a  living  picture  of  them  in  your  mind. 
Soon  after  reaching  Europe  some  of  us  decided  that  there  was  too 
much  red  tape  about  a  formal  visit  to  a  bank  by  a  commission  of 
60  or  70  and  that  to  get  down  to  fundamentals,  four  or  fire  of  us 
should  take  an  interpreter,  go  out  into  the  country  and  see  the  system 
in  actual  operation.  This  plan  was  followed  at  interrals  throughout 
the  trip.  At  Ragow,  a  little  village  75  miles  from  Berlin,  adjoining 
the  Spreewold,  to  me  the  most  attractive  place  in  Europe,  a  few  of  us 
visited  the  real  thing.  All  of  the  villagers  are  farmers  except  an 
occasional  mechanic  or  tradesman  and  Herr  Schulze,  the  school 
teacher,  who  manages  the  bank  and  has  it  in  a  small  back  room  in  his 
house.  There  is  a  small  safe,  desk,  table,  chairs  and  over  the  door 
a  bust  of  Schiller,  which  he  explained  represents  idealism  combined 
with  practical  business,  the  Raiffeisen  principle.  No  one  in  the  village 
could  speak  English.  The  society  was  established  in  1899  with  16 
members  and  now  has  100.  Before  its  establishment,  the  people 
were  entirely  at  the  mercy  of  extortionists  not  only  when  they  had  to 
borrow,  but  also  in  the  bills  they  ran  for  necessities.  Now  that  is  all 
done  away  with  and  the  bank  has  greatly  stimulated  thrift  and  saving. 
Formerly  there  was  no  sa  vings  bank  and  no  saving.  Now,  practically, 
everyone  has  a  little  savings  account.  This  has  made  for  independ¬ 
ence  and  also  for  solidarity,  as  the  bank  is  a  bond  of  brotherhood, 
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ilmost  a  family  tie.  We  found  everywhere  this  pronounced  effect 
if  these  societies,  to  get  the  people  together,  to  do  away  with  feuds 
md  friction.  Men  of  varying  nationalities  and  beliefs  unite  in  the 
society  and  learn  that  truly  the  prosperity  and  welfare  of  one  is  the 
i concern  of  all  and  their  lives  naturally  come  to  regulate  themselves 
in  this  golden  rule.  Even  in  Ireland,  where  cbil  war  threatens, 
where  the  breach  is  wide  and  deep  and  in  the  minds  of  many  will 
i.spout  forth  blood  and  death,  the  hall  of  the  cooperative  society  is  the 
laven  of  harmony  and  peace  and  fellowship. 

ENTIRE  ANNUAL  EXPENSE  $300 — PROFITS  IN  12  YEARS  $860— PAYS 
3f  TO  4  PER  CENT,  CHARGES  4}  TO  5  PER  CENT. 

I  We  saw  sitting  around  a  table  together  priest  and  parson,  Home 
Ruler  and  Nationalist,  under  the  leadership  of  Sir  Horace  Plunkett, 
working  in  absolute  harmony  for  the  success  of  the  cooperative 
society,  welding  the  discordant  elements  into  a  mutually  dependent 
mion,  and  never  a  word  or  thought  of  dissension.  And  the  wonder 
working  of  these  societies  was  again  impressed  upon  me.  Surely 
lothing  in  the  world  save  a  Raiffeisen  society  could  bind  these  men 
[together.  And  wherever  Raiffeisen  societies  exist  there  you  find 
this  get-together  and  stay-together  spirit,  one  for  all,  alb  for  one. 
Returning  to  the  Regow  bank,  in  1912  there  was  deposited  in  this 
little  bank  25,541  marks,  or  about  $6,200,  and  the  total  deposits  at 
!the  close  of  the  year  were  86,614  marks,  or  $20,787.  The  loans  in 
1912  were  22,022  marks,  or  $5,285,  and  the  total  loans  December 
31,  93,267  marks,  or  $22,384.  The  largest  loan  ever  made  wTas 
20,000  marks,  or  $4,800,  and  the  smallest  made  is  50  marks,  or  $12. 
The  general  run  of  loans  is  100  to  300  marks,  $24  to  $72.  Loans  are 
made  for  3  years  or  less  and  may  be  extended  up  to  10  years,  the 
limit.  The  entire  expense  for  1912  was  $300.  The  profits  for  the 
P  f  ve  been  3 j 5 9 3  arl^s ,  or  about  $860,  which  constitutes 

the  surplus  or  reserve.  The  largest  profit  in  one  year  was  $220. 
Last  year  it  was  $34.  This  bank  pays  3}  to  4  per  cent  on  deposits 
and  charges  4J  to  5  per  cent  interest,  and  through  any  financial 
stringency,  when  commercial  banks  raise  their  rates  to  nearly  double 
this,  the  same  rate  is  maintained.  The  Central  Bank  at  Berlin,  with 
which  this  bank  is  connected  is  a  joint-stock  bank,  its  stock  being 
held  by  the  small  banks  in  the  federation.  This  bank  holds  three 
shares.  There  are  4,300  local  banks  in  this  federation  dealing  with 
this  central.  The  sum  of  $500  is  kept  in  the  little  safe  and  the  bal¬ 
ance  deposited  with  the  central.  The  membership  fee  is  10  marks, 
or  $2.40.  The  average  farm  hereabout  is  37  acres  and  the  value 
$200  per  acre.  This  is  an  admirable  example  of  one  of  these  little 
banks.  We  saw  it,  talked  through  an  interpreter  with  the  manager, 
the  committee,  and.  some  of  the  members,  and  looked  over  the  books 
and  accounts.  This  is  real;  not  what  might  be. 

AN  OFFICIAL  HOLIDAY  AT  KREMS  ON  THE  DANUBE - A  LARGE  RAIFFEI¬ 

SEN  BANK,  SERVING  SEVEN  COMMUNITIES — CAPITAL  $1,785,  BUT 

UNLIMITED  LIABILITY  $1,000,000 — STARTED  WITH  $200  CAPITAL. 

Krems  is  a  village  on  the  Danube,  some  miles  above  Vienna.  They 
made  our  visit  an  official  holidav.  When  our  steamboat  approached, 
we  were  greeted  with  a  salute  from  the  cannon  on  the  fortifications, 
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and  at  the  dock  the  village  dignitaries,  in  the  inevitable  top  hats  and 
frock  coats,  received  us,  with  a  band  playing  what  was  intended  to 
be  the  Star  Spangled  Banner.  A  group  of  girls  in  native  costume 
waved  American  flags,  and  many  more  strewed  flowers  before  us. 
The  whole  village  was  there  and  marched  with  us  up  to  the  city  hall. 
It  was  said  that  they  had  never  seen  an  American,  and  that  our 
steamer  was  the  first  to  fly  the  American  flag  on  the  Danube.  It  was 
welcome  there,  for  through  all  the  miles  of  that  steamboat  trip  we 
were  greeted  with  waving  of  hats  and  handkerchiefs  from  every  little 
village  and  from  every  group  of  peasants  along  the  river  banks. 
A  small  committee  inspected  the  bank.  This  is  an  unusually  large 
Baiffeisen  bank,  having  members  in  seven  communities  and  a  member 
of  the  supervising  committee  from  each  community.  The  bank  has 
357  members,  holding  shares  valued  at  7,140  crowns,  or  $1,428. 
Shares  are  20  crowns,  $4,  each,  instead  of  the  usual  $2.50,  each 
member  holding  one  share.  They  own  their  building,  valued  at 
$6,660.  They  have  an  accumulated  surplus  of  $2,670  and  a  cash 
balance  of  $5,540  on  deposit  with  the  central  at  Vienna.  Their  de¬ 
posits  are  $106,776,  and  loans  $91,459.  The  expense  is  $600  a  year, 
covering  everything.  They  pay  depositors  4  per  cent  and  charge 
4 f  per  cent  interest,  although  commercial  banks  were  charging  7 
per  cent  at  this  time.  The  bank  made  a  profit  last  year  of  $63,  of 
which  $71  paid  a  4  per  cent  dividend  to  members  and  $6  was  passed  to 
surplus.  Understand,  this  is  a  big  bank,  and  has  on  deposit  practi¬ 
cally  all  of  the  money  of  the  villagers  and  the  country  people.  Al¬ 
though  the  share  capital  is  only  $1,428,  the  unlimited  liability  of  the 
membersTs  rated  at  5,000,000  crowns,  or  $1,000,000,  and  the  Central 
will  loan  them  $100,000  without  security.  Loans  are  made  not  to 
exceed  a  year,  but  are  extended  in  exceptional  cases.  When  this 
bank  started,  there  were  50  members  and  a  paid  up  capital  of  1,000 
crowns,  or  $200.  The  bank  at  once  borrowed  10,000  crowns,  or 
$2,000  from  the  Central,  on  the  unlimited  liability  of  its  50  members. 
The  bookkeeper  is  a  clergyman,  the  cashier  a  pensioner.  Only  the 
bookkeeper  is  paid.  In  such  cases,  the  salary  ranges  from  $2  to  $12 
a  month,  according  to  the  amount  of  business.  It  is  this  giving  of 
services  by  the  officers  and  the  consequent  very  small  expense  that 
enables  these  cooperative  banks  to  loan  at  so  much  lower  rate  than 
the  commercial  banks,  the  president  explained. 


EVERYTHING  DONE  BY  RULE  IN  GERMANY - A  MODIFIED  RAIFFEISEN 

BANK  AT  NIEMBERG - LIABILITY  SPECIFICALLY  LIMITED - LOANS 

ONLY  TO  PROPERTY  OWNERS. 


By  a  piece  of  good  luck  I  had  an  opportunity  to  visit  another  little 
bank,  differing  from  any  we  had  visited.  While  the  commission  went 
to  Leipzig,  half  a  dozen  of  us  stayed  at  ITalle  to  visit  the  local  banks. 
Every  attempt  we  made  was  met  with  the  polite  answer  that  our 
official  program,  prepared  by  the  Imperial  Government,  provided 
for  this  inspection  next  Tuesday,  and  next  Tuesday  they  would  be 
glad  to  see  us  and  everything  would  be  at  our  disposal.  Until  then, 
auf  wiederschen.  We  couldn't  get  into  a  bank.  In  Germany  things 
are  done  by  rule  and  you  must  stick  to  your  program.  But  we  found 
a  banker  who  was  sorry  for  us  and  our  wasted  day,  and  he  conducted 
us  in  motors  to  a  little  bank  in  the  village  of  Niemberg,  900  population, 
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three-quarters  of  an  hour’s  drive  in  the  country.  A  cooperative 
cream ery  has  been  in  operation  for  20  years.  The  creamer}  managei, 
Herr  Dechew,  established  this  bank  in  1908  to  give  creamery  members 
banking  facilities  for  deposits  and  loans,  insuring  them  a  cheap  rate 
on  loans  and  high  interest  on  deposits,  thus  encouraging  thrift  and 
saving.  The  members  are  mostly  farmers,  with  an  occasional  black¬ 
smith,  mechanic,  and  worker  in  the  creamery  or  malt  works.  It 
started  with  25  members  and  now  has  52.  There  are  262  shares  ot 
10  marks,  or  $2.40  each,  approximately  $630  capital.  It  is  not  a 
Raiffeisen  bank,  and  I  want  to  emphasize  the  distinction,  for  if  we 
adopt  the  Raiffeisen  system  it  is  likely  to  be  with  modifications  such 
as  this  little  bank  has.  It  refuses  the  basic  principle  of  unlimited 
liability.  Entirely  opposed  to  Raiffeisen  principles,  it  loans  only  to 
men  with  property,  real  or  personal,  and  liability  is  specificadv 
limited.  A  member  when  elected  may  purchase  one  10-mark  share 
and  one  additional  share  for  each  mark  he  pays  in  taxes  up  to  SO 
shares,  $192,  the  limit.  Payment  of  a  mark  in  taxes  means  the 
ownership  of  property  valued  at  l,o00  marks.  The  liability  of  each 
member  is  expressly  fixed  at  200  marks  for  each  share,  thus  the 
owner  of  a  single  share  is  liable  up  to  200  marks,  or  $48,  and  the  owner 
of  the  limit  of  80  shares  up  to  16,000  marks,  or  $3,840. 

EXPENSE  LESS  THAN  $200  A  YEAR — ANNUAL  BUSINESS  OF  A  MILLION 

MARKS  ON  2,600  MARKS  CAPITAL. 

One  principle  remains  to  make  it  really  cooperative:  Each  member 
has  one  vote  irrespective  of  holding.  The  director,  who  is  Herr 
Dechow,  draws  $10  a  month,  the  only  salary  paid.  He  would  be 
drawing  $5,000  or  $10,000  a  year  in  American  business ;  he  is  that 
class  of  man.  The  bank  is  in  a  little  room  in  the  creamery  building, 
with  the  usual  table,  desk,  chairs,  and  safe.  The  expense  is  $36  a 
vear  for  stationery  in  addition  to  the  salary  of  $120.  The  bank  pays 
another  $36  to  the  Imperial  Federation,  which  inspects  it  annually, 
making  the  total  cost  under  $200  a  year.  It  is  open  from  8  to  12  and 
2  to  7,  and  on  Sundays  from  9  to  11  a.  m.  In  1912  there  were  80 
depositors,  deposits  aggregating  $8,700,  and  50  borrowers,  loans 
aggregating  $4,600.  The  surplus  now  amounts  to  $120.  The  sum 
of  °$240  is  carried  in  the  safe  and  the  balance  at  the  Halle  central 
bank,  which  allows  it  4^  per  cent  on  balances.  Members  receive  4 
per  cent  on  deposits  and  nonmembers  3J  per  cent.  Borrowers  are 
charged  5^-  per  cent  interest  and  one-tenth  of  1  per  cent  foi  expense. 
The  bank  did  a  business  of  a  million  marks  in  1912.  It  made  no 
money,  for  it  invested  its  earnings  in  Government  bonds  and  the  fall 
in  the  price  of  bonds  wiped  out  the  profits.  Ordinarily  it  pays  4  per 
cent  dividend.  Loans  are  made  for  three  months  and  renewed  as 
often  as  desired.  The  largest  loan  ever  made  was  3,000  marks,  $720. 
They  have  never  had  a  loss.  This  is  the  invariable  story  we  heard 
everywhere.  Herr  Dechow,  who  understands  English  and  knovs 
something  of  America,  said  very  frankly  that  he  consideied  this  type 
of  bank  superior  to  the  Raiffeisen,  because  liability  is  not  unnmited 
but  expressly  fixed.  On  the  contrary,  many  high  authorities  in 
Europe  contend  that  unlimited  liability  is  essential  to  create  confi¬ 
dence  in  the  security  of  a  cooperative  bank. 
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CHARACTER,  NOT  CAPITAL,  THE  SECURITY— THE  RAIFFEISEN  SYSTEM 

BUILDS  CHARACTER  AS  WELL  AS  BRINGS  COMFORT - CAN  NOT  FAIL 

IF  THEY  LITE  UP  TO  THEIR  PRINCIPLES. 

The  first  question  that  naturally  occurs  is,  Are  these  little  banks 
safe  ?  The  first  banks  we  visited  I  asked  again  and  again:  “Suppose 
I  have  $5,000  to  deposit,  what  security  have  I ?”  And  the  answer 
was,  “The  bank,  the  society.”  “Yes,  I  know;  but  your  bank  has 
$400  capital  and  $300  surplus;  now,  what  security  is  that  for  my 
$5,000?”  And  the  answer  was  still,  “The  bank,  the  society.”  And 
it  dawned  on  me  that  I  had  missed  the  fundamental  principle  of  the 
system;  that  I  was  looking  through  eyes  adjusted  to  our  commercial 
banking.  That  the  seven  or  eight  hundred  dollars  of  capital  and  sur¬ 
plus  really  cut  little  figure  in  the  equation.  That  this  is  the  security, 
the  principle  that  Raiffeisen  declared  and  has  so  thoroughly  demon¬ 
strated — the  character,  moral  worth,  sobriety,  industry,  thrift  of  the 
50  or  100  men  united  in  cooperation.  That  the  banks  are  safe 
because,  as  Luzzatti  said,  they  have  made  the  improvident  thrifty, 
the  drunkard  sober,  the  lazy  industrious.  That  their  loans  are  going 
to  be  repaid  because  they  build  character  as  well  as  bring  comfort; 
because  the  use  of  the  money  borrowed  is  in  each  case  its  own  secur¬ 
ity;  and  nowhere,  in  no  system,  is  the  debtor  so  closely  and  con¬ 
stantly  watched  and  kept  to  the  line.  Practically  all  of  the  money 
of  the  village  is  deposited  in  the  little  bank  with  full  confidence.  Are 
they  safe  ?  European  authorities  tell  you  without  hesitation  that 
they  never  fail.  Mr.  Wolff  says  in  his  books  that  they  can  not  fail. 
He  was  with  us  for  two  weeks.  I  became  well. acquainted  with  him; 
it  was  extraordinary  good  fortune  to  sit  at  the  fount  of  all  wisdom 
and  drink.  I  called  his  attention  to  his  statement  and  he  modified 
or  explained  it  by  adding,  “When  they  live  up  to  their  principles.” 
I  believe  this  is  true. 

FREQUENT  INSPECTION  BY  CENTRAL  FEDERATION - THE  GREATEST 

PUBLICITY  COURTED — ONLY  19  FAILURES  IN  16  YEARS  AMONG  15,000 

BANKS. 

What  few  failures  have  occurred  have  been  due  to  criminality  or 
carelessness,  the  direct  resalt  of  neglect  of  the  basic  principle  of 
continuous,  rigid  supervision  and  inspection.  The  executive  com¬ 
mittee  passes  upon  every  loan,  and  a  majority  must  approve  in 
writing,  and  the  supervising  committee  keeps  continuous  check 
upon  the  manager  and  executive  committee.  The  Government  does 
not  inspect,  but  by  law  the  central  federation  is  required  to  make 
an  inspection  and  audit  every  two  years,  which  they  consider  far 
more  searching  than  could  be  a  mere  Government  inspection,  and 
under  its  own  rules  if  makes  one  every  year.  And  as  the  society 
increases  its  volume  of  business,  the  federation  increases  the  fre¬ 
quency  of  its  audit,  semiannually  or  quarterly.  All  books  and  trans¬ 
actions  of  the  society  are  open  to  every  member  all  the  time.  Pub¬ 
licity  is  considered  so  vital  to  create  and  retain  public  confidence 
chat  many  of  the  little  societies  at  the  outset  make  a  memorandum 
of  each  day’s  transactions  on  a  sheet  of  paper  and  post  it  on  the  outer 
door.  Now,  here  are  the  official  figures  of  the  German  Government: 
In  the  16  years  from  1895  to  1910,  in  the  latter  part  of  which  period 
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there  were  15,000  of  these  societies,  there  were  just  19  failures,  and 
in  no  case  did  a  depositor  lose  a  cent.  One  of  these  little  banks 
failed  to  55  commercial  banks,  many  of  the  latter  largely  capitalized. 
Are  they  safe  ?  That  is  the  answer. 

DO  NOT  ANTAGONIZE  NOR  COMPETE  WITH  COMMERCIAL  BANKS - 

CREATE  NEW  SAYINGS  BY  ESTABLISHING  HABITS  OF  INDUSTRY  AND 
THRIFT. 

• 

The  fear  that  these  village  banks  will  upset  or  interfere  with  the 
existing  banking  system  is  wholly  unwarranted.  In  Italy  particu¬ 
larly  they  are  warmly  welcomed  and  encouraged  by  the  established 
banks,  for  they  not  only  tap  sources  of  savings  unavailable  to  the 
old  banks  but  they  actually  create  new  savings  through  the  estab¬ 
lishment  of  thrift.  Miraglia,  director  general  of  the  great  Savings 
Bank  of  Naples,  stated  to  us  that  the  savings  banks  of  Italy  make 
a  special  feature  of  encouraging  the  organization  of  rural  cooper¬ 
ative  banks,  and  will  always  advance  them  money  when  needed.  I 
am  not  going  to  burden  you  with  a  lot  of  statistics,  but  official 
reports  show  that  not  only  in  Italy,  where  this  close  relationship 
exists,  but  also  in  Germany,  where  there  is  a  little  jealousy,  and  else- 

I  where  on  the  Continent,  the  establishment  of  these  little  banks  with 
the  millions  they  have  drawn  as  deposits  has  not  reduced  the  volume 
of  deposits  in  the  savings  and  commercial  banks.  They  have  con- 

Itinued  to  increase  at  a  normal  rate.  In  three  years  in  Germany, 
while  deposits  in  cooperative  banks  increased  $150,000,000,  about  a 
third,  deposits  in  savings  banks  increased  about  a  sixth,  aggregating 
$400,000,000.  It  is  the  little  savings  hoarded  away  in  tin  cans 
and  old  stockings,  the  new  savings  that  have  come  into  existence 
by  reason  of  the  new  habits  of  industry  and  thrift  and  sobriety, 
that  make  up  the  enormous  total  in  the  cooperative  banks — money 
that  never  has  been  in  an  ordinary  bank  and  probably  never  would 
be.  If  this  was  thoroughly  understood,  there  would  be  less  of  a 
rush  to  the  legislature  to  fight  it  when  a  bill  authorizing  cooperative 
savings  banks  was  introduced,  as  happened  at  the  last  session. 

WORKING  CAPITAL  A  VITAL  NEED  OF  THE  LAND — A  PRINTING  PRESS 

CAN  NOT  CREATE  MONEY. 

As  the  question  of  cooperative  banks  is  discussed,  you  will  hear  the 
frequent  assertion,  “They  won’t  work  in  this  country.”  As  I  have 
suggested,  this  is  not  argument.  In  this  State  particularly  we  are 
looking  forward  to  the  settling  and  cultivating  of  our  logged-off  and 
other  lands  by  immigrants  of  small  means  coming  through  the  canal 
and  coming  from  Eastern  States.  They  are  going  to  need  capital  to 
make  a  success  of  farming,  just  as  those  of  us  who  are  now  here  need 
it.  Where  is  it  coming  from  ?  This  is  a  question  we  must  face  now. 
We  talk  about  back  to  the  land.  Nowhere  has  settlement  of  men  of 
small  means  upon  the  land  been  found  possible  on  any  considerable 
scale  without  working  capital.  Without  working  capital,  the  land, 
like  any  other  factory,  is  valueless;  its  value  increases  in  proportion 
to  the  holder’s  command  of  working  capital.  There  is  talk  of  a 
Government  bank  to  supply  the  money.  At  the  recent  hearing 
before  the  Senate  and  House  committee  upon  rural  credits,  one  of  the 
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speakers  who  urged  this  was  asked  where  the  Government  is  to  get 
the  money,  and  the  reply  was,  “ You’ve  still  got  a  printing  press, 
liave’t  you?”  America  will  certainly  be  the  isle  of  the  blest  for  a 
brief,  happy  period  before  it  disappears  forever,  if  we  are  going  to 
furnish  the  poor  of  the  world  not  only  liberty  and  citizenship  but 
free  land  and  free  money.  There  still  seems  to  remain  here  and  there 
a  man  who  apparently  does  not  realize  that  even  a  Government 
printing  press  can  not  make  money.  Money  requires  gold  behind 
it.  A  Government’s  money  must  come  from  the  taxpayers. 

ARE  WE  GOING  TO  TAX  OUR  HARD-WORKING  PIONEERS  TO  SUPPLY 

MONEY  FOR  AN  INRUSHING  HORDE  FROM  THE  ENDS  OF  THE  EARTH  ? — 

THE  PROSPERITY  AND  HAPPINESS  OF  OUR  OWN  PEOPLE  FAR  MORE 

IMPORTANT  THAN  GETTING  NEW  SETTLERS. 

•a 

Are  we  going  to  tax  the  men  who  by  toil  and  industry  have  carved 
for  themselves  homes  out  of  the  wilderness  to  supply  money  for  an 
inrushing  myriad  from  the  ends  of  the  earth?  Mr.  Wolff  disposes 
of  the  proposition  in  a  word.  “I  fail  to  see  what  the  taxpayer  has 
to  do  with  it  at  all,”  he  says.  “  Either  the  business  of  cooperative 
banking  is  safe  and  self-supporting— in  that  case  surely  private 
capital  is  to  be  found — or  else  it  is  unsafe  and  losing  business;  and 
then  why  should  the  taxpayer  be  saddled  with  it?”  And  he  adds 
further:  “ Training  to  dependence  and  to  trusting  to  others  is  bound 
to  undermine  self-reliance  and  independent  effort,  which  are  the  two 
main  pillars  upon  which  cooperation  must  ever  rest.”  “Find 
Raiffeisen,”  is  the  advice  given  by  Sir  F.  Nicholson  in  his  two-volume 
report  to  the  Government  of  Madras  upon  credit  possibilities.  “Find 
Raiffeisen,  find,  so  I  should  prefer  to  put  it,  the  precise  form  of 
cooperative  credit  which  will  suit  every  particular  locality  in  which 
you  propose  to  operate.”  That  is  the  answer  to  the  proposition  of 
a  government  bank.  It  is  important  of  course  to  settle  up  our  waste 
lands,  but  I  am  little  interested  in  getting  new  people  here  when  com¬ 
pared  with  making  prosperous  and  happy  our  own  people  now  on  the 
land.  And  I  am  very  certain  that  the  greatest  factor  in  that  pros¬ 
perity  and  happiness  will  be  cooperative  mortgage  and  cooperative 
personal-credit  banks. 

COOPERATIVE  CREDIT  ESSENTIAL  TO  THE  AMERICAN  FARMER— THE 

MOVEMENT  MUST  BE  IN  THE  HANDS  OF  THE  FARMERS  THEMSELVES. 

And  if  they  won’t  work  in  this  country,  why  ?  One  of  the  strongest 
features  of  cooperation  is  the  remarkable  adaptability  of  cooperative 
banking.  Forty  years  ago  there  were  practically  no  cooperative 
agricultural  societies  in  Germany;  to-day  there  are  25,000.  There 
has  been  a  like  rapid  growth  in  Italy,  Hungary,  Russia,  Denmark, 
every  continental  country,  Ireland,  and  even  in  India,  while  the 
experiments  in  our  neighboring  country  of  Canada  tell  the  same  tale 
of  success.  It  has  shaped  itself  to  varying  national  characteristics 
and  to  every  variety  of  man  and  of  business  or  calling.  Can  it  be 
that  we  alone  of  all  the  nations  of  the  world  are  unfitted  by  nature 
or  temperament  to  take  advantage  of  this  wonder-working  means 
of  national  development  and  prosperity? 
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We  are  going  to  have  cooperative  farm  credit  in  this  country  and 
we  are  going  to  have  Federal  and  State  legislation  to  safeguard  &nd 
to  facilitate  it.  And  when  this  movement  starts  it  must  be  m  the 
hands  of  the  farmers  themselves.  I  want  to  repeat  and  to  emphasize 
what  Dr.  Black  and  I  recommended  to  the  governor— and  Gov.  Bister 
and  Commissioner  of  Agriculture  Perkins  approved  and  accepted 
the  principle — that  whatever  rural  credit  and  coopeiative  organiza¬ 
tions  may  be  provided  by  legislation,  the  farmers  must  take  the 
initiative  in  their  creation— must  take  the  entire  management,  so 
that  their  success  and  the  benefit  they  accomplish  for  the  entire 
State — for  whatever  benefits  the  farmer  of  necessity  benefits  the 
State  and  every  industry  in  it — may  be  due  and  belong  to  only  the 
farmers  themselves.  This  is  the  message  we  bring  you.  We  are 
behind  the  rest  of  the  world  in  this  vital  uplift,  but  we  shall  not  be 

for  long. 
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